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SUPREME COURT LAW 


cA New Aid to Legal Research 


AN ENCYCLOPEDIA OF LEGAL PRINCIPLES 


BUILT ON THE SOLID FOUNDATION OF THE 
UNITED STATES SUPREME COURT DECISIONS 


UPREME COURT LAW has been definitely planned to minimize laborious 
research in obtaining an authoritative statement of legal principles and 
“leads” to authorities wherein they are applied. 


It is an entirely new idea in legal research—prepared from a page to page 
examination of the Decisions—containing in simple dictionary arrangement a 
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These principles, daily applied in all courts of the land, both State and Federal, 
are supported not only by exhaustive annotations to the United States Supreme Court 
Reports but to thousands of other Federal and State Court decisions, English 
cases, and other authorities which the United States Supreme Court has cited in 
announcing its conclusions. In addition to the legal principles there are 212 
separately annotated Legal Maxims. 
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SUPREME COURT LAW is a work for every-day use. You will find a sur- 
prisingly large percentage of your cases involve legal principles upon which the 
United States Supreme Court has spoken. Here is the quickest, surest access to a 
succinct statement of the Law—in the words of the Highest Court in the world, and 
backed by the most carefully considered authorities. 

A recent survey shows that of all cases decided by the United States Supreme Court 

in a given period, 39% were cases appealed from a State Court. The Supreme Court 

of the United States has in fact in its nearly 150 years of existence been called upon 

to construe a vast percentage of those principles of law whose application is con- 

stantly called for in all the courts of the land, from the highest to the lowest in 

the scale of our judicial system. 
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Public Utilities Almanark 


A NOVEMBER 2 


TA Stock in gas compnaies dropped 20% on invention of electric lighting for home, 1877. 
Transportation entered upon new era with formal opening of Suez Canal, 1869. 














F A 3-day schedule for steamers established between Buffalo and Detroit, 1818. s) 
Tracks of the Mohawk & Hudson R. R. were provided with paths for horses, 1830. 





First transatlantic radio broadcast was picked up in London, 1923. 
The first railroad merger in the U. S. was completed in Oregon, 1884, 





First “long-distance” telephone conversation, Boston to Salem, 1876. 
American Tel. and Tel. Co. became central company of Bell System, 1900. 





The 5-mile Hoosac tunnel (cost, $20,000,000) in Massachusetts completed, 1873, 
Royal Mail Steam Packet Co. purchased White Star, $34,000,000, 1926, 





MAGELLAN, first “round-the-world” traveler, entered Pacific Ocean, 1520. 
First regular mail was inaugurated in U. S. with opening of N. Y. post office, 1783. 





Completion of Erie and Champlain canals celebrated, 1825. 
Adams Express Company, operating between Boston and New York, formed, 1840, 





JOHN CLAYTON announced he had obtained gas from coal, 1665. 
First A-C power plant in U. S. opened in Buffalo, 1886. { Thanksgiving Day. 


2? DECEMBER 9 


First street gas lighting in U. S. was inaugurated in Baltimore, 1816. 
Public Utilities Commission of Maine was organized, 1914. 











Watson-Parker Railroad Act granted 89,000 railroad men 74% wage increase, 1926. 
Ground was broken in Omaha for building Union Pacific Railroad, 1863. 





Richmond, Va., experimented with colossal gas lamp as a street illuminant, 1803. 
Six nations joined in demonstration of international telephone communication, 1927. 





Pacific Telegraph Company chartered by Congress, 1861. 
Enclosed arc lamp, increasing carbons’ life, invented, 1893. 





First commercial air transport conference held in Washington, D. C., 1927. 
VON SOMMERING’S electric telegraph delivered to French Academy, 1809. 





Commercial radio communication was established between U. S. and China, 1930. 
First presidential message to Congress was broadcast with aid of telephone wire, 1923 
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What the Utilities May Expect 
from the Coming Congress 


What the new program provides that is of particular 
concern to public service corporations 


By HAROLD BRAYMAN 


“New Deal” in which the Roose- 
velt administration is trying to re- 
orient an economic universe, public 
utilities are only deuces—and just at 
the moment deuces aren’t wild. 
These former kings, now drifted to 
a lowly state, face a period of uncer- 
tainty, and to some of them, probably, 
of distress. In Congress their oppo- 
nents hold an indisputable majority. 
In the executive bureaus and depart- 
ments they find little sympathy. 
Through the National Recovery Ad- 
ministration they contemplate in- 
creased costs, but unlike other indus- 
try, little if any increase in rates. In 
the prospect of inflation, or a higher 


l the vast and swiftly moving 


price level brought about by other 
means, there is for them only added 
expenses, with revenues slow to re- 
spond. In the government develop- 
ments of power resources, the electric 
utilities face a new competition and a 
new standard. If they complain of 
their ills the most probable reply will 
be a reminder of their sins. 


0 oe cheerful part of the picture, 
however, is that as the country 
gradually comes out of its economic 
tailspin, they can look forward to con- 
stantly increasing output. Already 
electric power production is running 
substantially ahead of a year ago. As 
recovery goes on it will approach 1931 
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volume, and then 1930 volume. If 
the general Roosevelt program works, 
this growth of volume will be 
hastened, and the utilities will receive 
that indirect but very substantial bene- 
fit. 

In the special session of Congress 
last spring, the utilities escaped with 
no legislation which they regard as un- 
favorable except the Tennessee Valley 
Authority bill, and the impediments 
to their financing which are found in 
the new Securities Law. 

That was their fortune in the midst 
of a national economic crisis. A hur- 


ried and hard-pressed Congress, a 
President organizing a program of 
greater magnitude than any heretofore 
put into effect in the United States in 
three short months, had no time to be 
bothering with utility legislation ex- 
cept as it fitted directly into the plans 


for the organization of recovery. The 
utilities had not closed their plants 
and ceased giving service. Hence they 
were not an outstanding part of the 
immediate crisis. 

But when Congress returns in Jan- 
uary the Roosevelt utility program 
will be put forward as a part of the 
permanent planned national economy. 
Numerous agencies have been busy 
this summer and fall studying the 
problems involved, both of theory and 
administration, and working out the 
details. Foremost among these is the 
Federal Power Commission which, 
with a $400,000 appropriation, is cre- 
ating a national plan for the develop- 
ment of power resources and trans- 
forming into practical legislative ap- 
plication the principles of utility con- 
trol laid down by President Roosevelt. 
This work is being carried on in co- 
Speration with the Federal Trade 


Commission and the House Commit- 
tee on Interstate Commerce, both of 
which are investigating utility prac- 
tices. Consultations are also taking 
place with Senator Clarence C. Dill, 
chairman of the Committee on Inter- 
state Commerce; Senator George W. 
Norris; Senator James Couzens, and 
Representative Sam Rayburn, chair- 
man of the House Committee on In- 
terstate and Foreign Commerce. 


a" principles on which the Roose- 
velt utility program will be based 
were put in final form in September, 
1932, as the Roosevelt campaign train 
wound around through the Rocky 
Mountains and down the West Coast 
to Portland, Oregon, a center of po- 
litical warfare over utility regulation. 
Raymond Moley, Judge Robert 
Marks, and the late Senator Thomas 
J. Walsh of Montana aided in the 
preparation of the statement. Its de- 
livery before an enthusiastic political 
throng in Portland made history in the 
extension of government control over 
the utility industry. 

I am informed on high authority 
that there have been no changes in this 
program since that time, neither of 
addition nor of subtraction. Since it 
will be the basis of everything that is 
done by the next Congress its main 
principles ought to be recounted here. 

“TI seek,” said the candidate for 
President, “to protect both the con- 
sumer and the investor. To that end 
I propose and advocate now 
the following remedies on the part of 
the government for the regulation and 
control of public utilities engaged in 
the power business and companies and 
corporations relating thereto: 


“1. Full publicity as to all capital 


620 





PUBLIC UTILITIES FORTNIGHTLY 


issues of stocks, bonds, and other se- 
curities ; liabilities and indebtedness, 
capital investment; and frequent in- 
formation as to gross and net earn- 
ings. 

“2. Publicity on stock ownership of 
stocks and bonds and other securities, 
including the stock and other interest 
of all officers and directors. 

“3. Publicity with respect to all in- 
ter-company contracts and services 
and interchange of power. 

“4, Regulation and control of hold- 
ing companies by Federal Power 
Commission and the same publicity 
with regard to such holding compa- 
nies as provided for the operating 
“——E 

“5. Codperation of Federal Power 
Commission with public utilities com- 
missions of the several states, obtain- 
ing information and data pertaining to 
the regulation and control of such 
public utilities. 

“6. Regulation and control of the 
issue of stocks and bonds and other 
securities on the principle of prudent 
investment only. 

“7. Abolishing by law the repro- 
duction cost theory for rate making, 
and establishing in place of it the ac- 
tual money-prudent investment prin- 
ciple as the basis for rate making. 

“8. Legislation making it a crime to 
publish or circulate false or deceptive 
matter relating to public utilities.” 


HE most important feature of 

this program is the regulation and 
control of holding companies by the 
Federal Power Commission. The 
principle upon which that legislation 
will be drafted will be to preserve the 
legitimate uses of holding companies 


while preventing through these super- 
structures the nullification of Federal 
regulation of operating companies, the 
“milking” of operating companies by 
exorbitant service charges or unjusti- 
fiable contracts, the creation of un- 
sound financial structures, and the 
building up, through financial jug- 
gling, of excessive valuations for rate- 
making purposes. 

Holding companies have numerous 
legitimate uses. By uniting a large 
number of small operating companies 
into one big system they facilitate the 
obtaining of new capital at low rates. 
They make expert engineering services 
available to the small operating units 
at low cost. They provide the means 
of interconnection of power sources, 
so that if there is a failure of power 
in one section service need not be in- 
terrupted. There are numerous other 
minor uses. With none of these will the 
new regulatory legislation interfere. 

The bill which will be submitted to 
Congress will probably give the Fed- 
eral Power Commission extensive au- 
thority to regulate holding companies 
operating in interstate commerce. 
The interstate commerce clause will 
be the constitutional basis of the legis- 
lation, rather than a requirement for 
Federal incorporation, or some other 
approach. Roosevelt advisers feel 
that this will hit practically all hold- 
ing companies, since Federal Judge 
Buck recently held in a decision in the 
Southern District of New York that 


& 


“BeEsIpEs the power legislation which comprises the ad- 


q ministration program the next session of Congress will 
probably see a considerable amount proposed by individuals 


who are strongly antiutility in their leanings.” 
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when a holding company has service 
contracts with operating units in other 
states, it is operating in interstate com- 
merce. 


oe practically all the legisla- 
tion involved in the Roosevelt 
power program is still in a nebulous 
state, and definite decisions as to de- 
tails have not yet been made, it is rea- 
sonably certain that the legislation 
which will be proposed and passed at 
the next session of Congress for the 
regulation of holding companies will 
provide for drastic regulation of all 
their contracts with, and _ service 
charges upon, subsidiary companies. 

It will undoubtedly also provide full 
regulation of the purchases and sales 
of subsidiary utility properties and of 
power, so as to keep prices always on 
the prudent investment basis. It will 


also require Federal approval of the 


issuance of all new securities, and will 
give supervision over utility account- 
ing methods. In this respect it will 
go far beyond the present Securities 
Law which only requires publicity of 
the full and complete facts bearing up- 
on the intrinsic value of any security 
issue. Under that law there is noth- 
ing to stop any security issue so long 
as its promoters tell the full truth 
about it, and can find a buyer. 

The Roosevelt program will give 
the Federal Power Commission au- 
thority to regulate the amount and 
the character of security issues, in all 
probability. That will give much more 
drastic government control over utility 
financing than has existed anywhere 
in the past. 

The publicity provisions in the 
Roosevelt program will be made to ap- 
ply both to operating and holding 


companies, it is contemplated. The 
purpose of them is to provide the fac- 
tual basis for effective regulation, and 
to enable public opinion to exert its 
full influence. The larger utility com- 
panies, whose stocks are listed on one 
of the big exchanges, now provide fre- 
quent information as to gross and net 
earnings. 

The probabilities are that this will 
be supplemented by a requirement for 
periodic reports to the Federal Power 
Commission of the stock holdings of 
the principal officers and directors. 

The fifth point in the program, mu- 
tual codperation between the Federal 
and state utility authorities, requires 
no legislation and is already being put 
into effect by administrative action. 
The sixth feature will be handled by 
making the securities provisions being 
drawn for holding companies fully 
applicable to operating companies 
which are licensees of the Federal 
Power Commission. 


HE abolition by law of the repro- 

duction cost theory for rate mak- 
ing is important theoretically but 
practically is not so momentous be- 
cause in so far as the Federal juris- 
diction now extends the theory of 
legitimate original costs prevails. The 
question of only legitimate costs being 
carried over into the rate valuations 
was decided in the Clarion River pow- 
er case, where the commission was 
sustained in scaling down excessive 
expenditures. 

The question of the passage of this 
program at the next session of Con- 
gress is not now regarded as a serious 
one, unless other economic develop- 
ments in the meantime capture the 
complete attention of the President 
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The Most Important Feature of the Program Will Be 
the Regulation of Holding Companies 


aah mn most important feature of the 
Roosevelt program is the regulation and 
control of holding companies by the Federal 
Power Commission. The principle upon which 
that legislation will be drafted will be to pre- 
serve the legitimate uses of holding companies 
while preventing through these superstructures 
the nullification of Federal regulation of op- 
erating companies, the ‘milking’ of operating 
companies by exorbitant service charges or un- 
justifiable contracts, the creation of unsound 
financial structures, and the building up, 
through financial juggling, of excessive valua- 


tions for rate-making purposes.” 





and Congress so that it is impossible 
to get the utility legislation to a final 
vote. 


arspaaainne majorities exist in 
both houses in favor unreservedly 
of the Roosevelt program. The ex- 
pectations now are that the program 
will be drafted so that it can be sent 
to Congress accompanied by a special 
message of the President quite early 
in the session, so as to allow plenty 
of time for hearings and debate. The 
chairmen of both Interstate Commerce 
committees to which it will be referred 
are generally in favor of it and will 
do everything to expedite it. Only a 
miracle could stop it from passage, 
once it is proposed. It forms one of 
the basic features of the Roosevelt 
policies, and will have all the executive 
pressure necessary to prevent it from 
getting stuck in legislative mud. 

The regulatory portion of the ad- 
ministration program is supplemented 


by an important additional program 
for the development and utilization 
under public ownership and control of 
the government-owned power resourc- 
es of the United States. This may 
also reach Congress at the next ses- 
sion, and under any circumstances 
there will be important administrative 
developments relating to it which may 
have a profound effect upon the utility 
industry. 


HE President is thoroughly com- 

mitted to the theory of public de- 
velopment of the publicly owned pow- 
er resources of the country. He con- 
siders these projects a “yardstick” 
with which to measure the quality of 
private service, and also a “birchrod 
in the cupboard” to be brought out in 
case the privately owned utilities do 
not give proper service at reasonable 
rates. His program thus may be both 
nationally exemplary and locally puni- 
tive. 
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NDER an executive order of the 
President issued on August 19th 
pursuant to a provision of the Nation- 
al Industrial Recovery Act, the Presi- 
dent ordered the Federal Power Com- 
mission to make a survey of the power 
resources of the United States “as 
they relate to the conservation, devel- 
opment, control, and utilization of wa- 
ter power; of the relation of water 
power to other industries and to in- 
terstate and foreign commerce, and of 
the transmission of electrical energy 
in the United States and its distribu- 
tion to consumers.” On the basis of 
this survey the commission is directed 
to formulate a program of public 
works. 

The objective of this investigation 
is a comprehensive plan for utilization 
of power resources for the next quar- 
ter century—to find out what power is 
available and plan for its development 
and distribution. The average per 
capita consumption of power is less 
in the United States than in Canada, 
England, Germany, and several other 
countries. The aim is to plan an or- 
derly development so that eventually 
electric power at a reasonable cost will 
be distributed to every hamlet and 
every farmhouse, no matter how re- 
mote. The developments now in pro- 
gress at Muscle Shoals and Boulder 
Dam (the Roosevelt administration 
has dropped the name Hoover Dam 
which Ray Lyman Wilbur tried to 
impose) form a part of this program. 
So does the Grand Coulee project on 
the Columbia river which the Public 
Works Administration is financing. 
Whether the full program will be laid 
before the next Congress depends up- 
on how long Congress stays in session 
and how fast the Federal Power Com- 


mission works. The administration 
would like to see it completed in time 
to report to the next Congress. 

But whether the survey is reported 
or not important administrative de- 
velopments will occur during the next 
few months in relation to this devel- 
opment program. Already Secretary 
of the Interior Harold L. Ickes has 
made a tentative allotment of $63,- 
000,000 for the construction of the 
Grand Coulee Dam on the Columbia 
river not far from Spokane, Wash- 
ington. 

This is the preliminary project on 
an ultimate development of the Co- 
lumbia basin planned as extensively as 
that undertaken in the Tennessee val- 
ley. The engineering plans are ready 
and construction work is now start- 
ing on a small scale, which will be 
stepped up steadily. 

In order to speed the work the Bu- 
reau of Reclamation is beginning the 
construction of engineers’ houses, 
workmen’s shacks, bridges, and so 
forth, until the state of Washington 
can create a Columbia River Author- 
ity similar to the New York Port Au- 
thority to carry on and complete the 
work. The laying of railroad tracks 
to the site is beginning. The money 
allotted is on the basis of a 30 per cent 
outright grant and a 70 per cent loan. 

This project will provide the “yard- 
stick” for the Northwest just as 
Boulder Dam will in the Southwest, 
Muscle Shoals in the Southeast, and 
the St. Lawrence project in the North- 
east. 


HE last of these promises to pro- 
voke one of the important legis- 
lative storms of the coming session 
of Congress, when the question of the 
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ratification of the St. Lawrence treaty 
with Canada will be brought before 
the Senate. Senator Norris of Ne- 
braska and Bone of Washington, both 
vigorous antipower Senators, will fight 
for ratification, using the potential 
power development as their main ar- 
gument. President Roosevelt favors 
ratification also. 

If the power question were the 
only thing involved, or if a majority 
could ratify a treaty, ratification would 
be certain, but with two-thirds major- 
ity required and widespread opposi- 
tion to the navigation features of the 
St. Lawrence development proposal, 
led by such an able Senator as Robert 
F. Wagner of New York, the result 
is very doubtful. 

Senator Wagner is wholly for the 
power development but he does not 
want the present plan for navigation 
development coupled with it. Many 
of the Senators from the Mississippi 
states oppose it also because they want 
the Mississippi to be the outlet for the 
bulky products of the West. Numer- 
ous others oppose the idea of creating 
a water route which will divert much 
American export trade from Ameri- 
can ports to a Canadian route. 


_— the power legislation which 
comprises the administration 
program the next session of Congress 
will probably see a _ considerable 
amount proposed by individuals who 


are strongly antiutility in their lean- 
ings. The bill sponsored by Senator 
Hiram Johnson prohibiting the Fed- 
eral courts from issuing injunctions 
in rate cases in certain instances stands 
an excellent chance of passage. 

This measure prohibits Federal dis- 
trict courts from enjoining the en- 
forcement of orders of state utility 
commissions where jurisdiction is 
based solely on diversity of citizen- 
ship or repugnance to the Constitu- 
tion, provided the order affects rates, 
does not interfere with interstate 
commerce, and has been made after 
reasonable notice and hearing and is 
still subject to final adjudication in 
state courts. 


HE Johnson Bill has been before 

Congress for some time. Hear- 
ings have been held at length. It has 
been favorably reported from com- 
mittee and is ready to be taken up by 
the Senate at the first available oppor- 
tunity after that body reconvenes. 
Unless emergency legislation is heaped 
upon Congress by the President, the 
bill is quite likely to be taken up on the 
floor of the Senate early in the session. 
The administration does not include it 
in its program, but it does not oppose 
it either. Once a vote is reached, pas- 
sage is assured. If time cannot be 
found to take up the bill, and it should 
begin to look as though it might be 
lost in the shuffle, Senator Johnson 


e 


q “SUBSTANTIAL majorities exist in both houses in favor un- 


reservedly of the Roosevelt program. 


The expectations 


now are that the program will be drafted so that it can 
be sent to Congress accompanied by a special message of 
the President quite early in the session, so as to allow plenty 
of time for hearings and debate.” 
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will probably get it before the Senate 
by moving to attach it to one of the 
administration utility bills as an 
amendment. 

Senator Norris and some of the 
southern Senators (notably Russell of 
Georgia) are interested in getting a 
bill passed which would prohibit pow- 
er companies operating in interstate 
commerce from “unfair competition” 
against locally owned municipal plants. 

This proposal is aimed at prevent- 
ing repetitions of instances where big 
power companies have reduced rates 
way below the cost of production in 
specific localities, in order to destroy 
competition by publicly owned plants. 

Other legislation aimed at the utili- 
ties is apt to crop out at almost any 
time during the session, and there is 
no way of foreseeing now what form 
it might take. There are at least a 
dozen members of the Senate who are 
constantly seeking opportunities to at- 
tack privately owned utilities by un- 
favorable legislation. 

They are apt to jump up in their 
seats at almost any moment and pro- 
pose an amendment to almost any bill 
which would strike at some feature of 
utility practices to which they are op- 
posed. There is no way of predicting 
the nature of these unless one could 
predict all the ideas that in the course 
of a long session might run through 
the minds of Senators Norris, Borah, 
‘Johnson, La Follette, Dill, Bone, Rey- 
nolds, Russell, and His Inimitable 
Uniqueness, the black-eyed kingfish. 


B while Congress is milling on, 
the utilities are apt to find action 
equally important to them taken by ad- 
ministrative authorities of the gov- 


ernment. Not only are they being 


investigated by the House Committee 
on Interstate and Foreign Commerce 
and by the Federal Trade Commis- 
sion, but the Tennessee Valley Au- 
thority is making frequent rulings and 
announcements of policy which have 
profound effect upon utility compa- 
nies. 

This agency is being actively oper- 
ated by David E. Lilienthal, a young 
man with a Jehovah complex and not 
too much experience. Its first im- 
portant announcement after it began 
actively to operate slowly on the 
Muscle Shoals project was to start a 
nation-wide movement for utility rate 
reductions in a time of rising and un- 
stable prices, and unstable capital 
structures, by stating that, the govern- 
ment-owned Muscle Shoals plant 
would sell electricity for distribution 
at rates from a maximum of three 
cents to a minimum of four mills a 
kilowatt hour. 

This rate, which it was estimated 
would average seven mills a kilowatt 
hour for substantial users, is lower 
than the lowest private rates and com- 
parable with the lowest Canadian 
rates. 

The threat of moving into new ter- 
ritory and competing with private util- 
ities was publicly made by the Ten- 
nessee Valley Authority in its general 
statement of policy. In that it said 
that the fact that action of the Au- 
thority might have an adverse effect 
upon a privately owned property 
should be a matter of serious consid- 
eration but not the deciding factor. 

In announcing the area in which 
power from Muscle Shoals would 
first be available, the Authority also 
added that it might decide to go out- 
side this area if privately owned utili- 
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ties did not codperate in the working 
out of the program. 

The Tennessee development, how- 
ever, is apt to be very slow. Already 
the people of the Tennessee valley are 
complaining at the lack of activity 
after having believed that things 
would begin to move during the sum- 
mer. But eventually, perhaps under 
different direction, the Tennessee 


Valley Authority is bound to be a po- 
tent influence through the whole util- 
ity field, and its administrative action 
is fraught with great potentialities. 


HE Federal Power Commission, 
since some changes in its person- 


nel have been made by President 
Roosevelt, notably the appointment of 
Basil Manly as vice chairman, is like- 
ly to become increasingly aggressive 
in the regulation of the licensees of 
the commission. 


it already has extensive powers, 
without waiting for the adoption 
by the next Congress of the remainder 
of the Roosevelt utility program. Al- 
though these powers have frequently 
been used cautiously in the past, they 
will be wielded vigorously in the fu- 
ture by a regulatory commission whose 
personnel is determined to regulate. 
It may not wait for Congress. 





Facts Worth Noting 


THE telephone business is the most widely advertised American 
industry. 
* * 

Ir is estimated that NRA will cost the public service companies of 
Chicago between $50,000,000 and $75,000,000 extra per year. 


* * 


THERE were 32,000 intercity busses in operation in the U. S. in 1932. 
They carried a total of 422,000,000 passengers, and collected $250,000,000 
in fares. 

7 * 

La Forraueza, the governor’s palace at San Juan, Puerto Rico, erec- 
tion of which started about 1529, has recently abandoned charcoal and 
candles for electricity. ; - 

Canapa has 163 municipal power plants, employing 8,778 workers— 
according to the Canadian government report of 1931. Canada’s 396 
privately owned power plants, during the same period, employed 8,236 
workers. 

« * 

THE telephone wire mileage in the United States is forty-three times 
the amount of miles of telephone wire in South America and a little 
more than twice as much as there is in all of Europe. It represents 
50 per cent of the total telephone wire mileage of the world. The 
telegraph wire mileage in the United States represents 34 per cent of 
the world’s total. 

627 





WANTED—A National Rate 
Board for the Power Industry 


Agitations for utility rate reductions are contagious. Political opportunists 

have been quick to seize upon them and to capitalize them to their own political 

advantage; they are not always mindful of the effect of arbitrary rate reductions 

upon the finances and consequently upon the stability of the companies. In the 

following article the author points out one of the possible courses which the 
industry might pursue in meeting this menace. 


By FRANCIS X. WELCH 


private power industry has bent 
backwards in an effort to appear 
straight, clean, and free from all taint 
of an organized monoply—a national 
trust, or a centralized clearing house 
for propaganda. It was the natural 
reaction to the revelations of the early 
days of the Federal Trade Commis- 
sion investigation and the still more 
lurid newspaper accounts of them. 
Private utility executives, many of 
whom had regarded themselves as in- 
dustrious and respectable citizens, 
picked up their morning newspapers 
day after day, and saw themselves de- 
scribed as persons engaged in a nation- 
ally organized conspiracy to poison 
the wells of knowledge by bribed 
professors and subsidized textbooks. 
They saw cartoons depicting them as 
the employers of ratlike lobbyists cor- 
rupting our halls of legislation, our 
administrative executives, and even 
our state and Federal courts. They 


[ was, perhaps, only natural that the 


heard themselves referred to by the 
governor of at least one great com- 
monwealth as “worse than gangsters.” 
Editors vied with one another in de- 
nouncing them as harpies preying on 
the vitals of the poor. 

Reaction! It was inevitable. All 
utilities, good, bad, and _indiffer- 
ent, began to feel uncomfortable in 
each other’s company. Interindustrial 
feuds developed. The previous stream 
of propaganda froze into a stony 
silence that perhaps did more than 
anything else to convince the public 
of the guilt of the whole industry. 
Executives went into worried confer- 
ences with their lawyers. Their law- 
yers told them to shut up and sit tight. 
Lawyers, it seems, prefer to try cases 
in court rooms rather than in news- 
papers, but unfortunately, that elu- 
sive proper party—Public Opinion— 
can rarely be served and summoned 
into a court of law to give or hear 
testimony. In the majority of cases 
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it is wooed through the press. 

Finally the National Electric Light 
Association was dissolved. But an 
overlooked, and for the power in- 
dustry, an unfortunate, development 
resulted. It left the industry with- 
out any centralized board of strategy 
to cope with the real opposition 
that has since developed and which 
now threatens the fundamental wel- 
fare of the industry. The new Edi- 
son Electric Institute, as might be 
expected, resolved to be as pure as 
Caesar’s wife. It would have no 
traffic with propaganda—not even a 
remote resemblance to propaganda. It 
resolved to be purely and simply an 
industrial association, with perhaps a 
little side line of organized technical 
research—but only this and nothing 
more. Canons of ethics were pre- 
scribed. Rates were a matter of local 
concern for each member. Any cen- 
tralized discussion of rate policy 
might be construed as another “trust” 
brewing ; hence each member company 
was told, in effect, to mind its own 
business and not to attempt to be its 
brother’s keeper. 


A this is as it should be, and it 
is not the presumptive purpose 
of this article to question the wisdom 
of demolishing the old association nor 
in organizing the new one strictly 
along the lines indicated. The point 
to be made here, however, is that the 
industry left itself completely at the 
mercy of a rapidly crystallizing atti- 
tude of public resentment, formed by 
political opportunists, until it broke 
forth into a rash of rate agitation that 
is now spread over the map like the 
measles from coast to coast. During 
the very time that utility opposition 


was organizing and gaining momen- 
tum, the industrial units chose to dis- 
organize completely and to isolate 
themselves to fight their local battles 
single handed. 

A careful reading and analysis of 
these utility rate agitations during the 
last eight months lead to some interest- 
ing generalities. 

The rate complaints have much in 
common. Broadly viewed, they are 
like an attack of some disease upon a 
healthy industrial body. There are, 
first, the preliminary symptoms, then 
the preliminary stages when it can be 
“cured” without too much disturb- 
ance. Then there are the danger sig- 
nals, finally a critical stage; political 
complications set in, a statewide in- 
vestigation, and finally a formal reduc- 
tion order by an aroused and antagon- 
istic state commission which will bite 
so deeply into corporate dividends 
that it will be up to the particular com- 
pany directors to decide whether it 
will “take it on the chin” and brave 
the anger of the shareholders in meet- 
ing assembled or embark on a long 
court siege. 

By that time it doesn’t matter much 
which course is elected. Public rela- 
tions have been shattered and public 
opinion so irritated that the company 
can expect no credit for whatever con- 
cessions it might make. 


BB most important evidence de- 
veloped from the analysis of 
these rate insurrections is the fact that 
they are highly contagious. A rate 
agitation, with or without good cause, 
in an obscure community will often 
infect a neighboring community—a 
neighboring county. Ultimately a 
whole state will be up in arms. Com- 
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panies serving hundreds of miles away 
from the original trouble spot, and 
which are rendering adequate serv- 
ice at reasonable rates to a well-dis- 
posed and satisfied clientele, may, in a 
few weeks, be involved in the prairie- 
fire of rate agitation and be struck 
down by state commission orders or 
by legislative enactments. 

It is lack of intelligent and organ- 
ized rate policy supervision that has 
prevented companies from discovering 
and mending these original small 
leaks in the dike that could often have 
been repaired at comparatively trifling 
cost. At present, however, the psy- 
chology of the utility executive is such 
that he instinctively recoils from any 
suggestion of centralization or organ- 
ization, especially on such ticklish 
ground as rate policy. A prominent 
utility executive at one of the last 
annual conventions of the National 
Electric Light Association, during a 
time when the utility men were ex- 
periencing their violent reaction from 
the widely spread “power trust” ac- 
cusations, declared that “public rela- 
tions is a strictly local problem.” 

That is typical of the attitude of 
most of the executives ever since, but 
while a broad generalization is very 
true in one way, it is subject to con- 
siderable modification in another man- 
ner. In plainer words, if one confines 
the application of the principle to a 
consideration of good will and cordial 
personal relationship between a utility 
and its customers, it is a gem of wis- 


q 


e 


dom. Local management knows local 
operative conditions, likes, dislikes, 
traditions, sensibilities, and fetishes, 
much more intimately than some pub- 
licity board sitting in an office in New 
York, Washington, Chicago, or else- 
where. Blanket propaganda emanat- 
ing from a foreign source not only 
frequently lacks local application, but 
may actually offend some local sensi- 
bility. On the other hand, when it 
comes to a matter of handling a diffi- 
cult local rate insurrection, how much 
better equipped would the local man- 
agement be if it could draw on the 
pooled experience, tact, and skill of 
some centralized board of strategy! 
4 > emphasize this important dis- 
tinction in another way, consider 
that the centralized board of propa- 
ganda sends broadcast uniform hit-or- 
miss messages regardless of the appli- 
cation to the individual case, while the 
centralized rate policy board would 
consider only one individual case at a 
time and bring all its resources to bear 
at once upon the settlement of the 
particular local controversy. In the 
former case the beams of influence 
broaden out from a central source like 
a shaft of light widening and weaken- 
ing until they hit the entire country 
with little or no effect. In the latter 
situation the direction of the beam is 
reversed and the pooled experience of 
the entire industry would be narrowed 
down to a focus point bearing directly 
on the local problem. 


“WHEN it comes to a matter of handling a difficult local 
rate insurrection, how much better equipped would the local 
management be if it could draw on the pooled experience, 


tact, and skill of some centralized board of strategy!’ 
630 





PUBLIC UTILITIES FORTNIGHTLY 


Generally speaking, rate disturb- 
ances can be divided into two classes: 
the first, which we might call the 
“original cases,” develop from causes 
within the service area of the com- 
pany. The second class, which we 
might call “sympathetic cases,” de- 
velop from causes arising beyond the 
borders of the community, such as a 
rate disturbance in the next town, or 
next county, or in another part of the 
state—or, as recently happened, from 
a systematic rate irritation spread over 
the entire country by a department of 
the Federal government in Washing- 
ton. 


HE original rate cases generally 
arise from one or more of a num- 
ber of routine causes which a compre- 
hensive analysis of such cases would 
quickly disclose. It may be that rates 
are too high, that they are oppressive 
and intrinsically unreasonable. Again 
it may be entirely the work of some 
ambitious young lawyer, or a self- 
serving politician, or a professional 
rate agitator aided by local newspapers 
eager to support “popular move- 
ments.” It may be due to poor public 
relations of the local management or 
some irritant or discrimination con- 
cealed in the rate schedules—some- 
times of a surprisingly trivial char- 
acter. These potential causes may lie 
dormant in any community ready to 
spring into life if a sympathetic im- 
petus is given from an outside source. 
The preliminary symptoms of an 
original case, as shown by a survey of 
a large number of histories of local 
rate disturbances, vary according to 
the primary cause but they occur fre- 
quently enough to justify certain gen- 
eral conclusions. 


If the cause is the work of pro- 
fessional rate agitators or “reduction 
racketeers,” the opening shot usually 
comes in the form of a petition alleg- 
ing excessive and discriminatory util- 
ity rates filed with the state commis- 


‘sion or city council. Pending disposi- 


tion of this petition, there next comes 
speeches from the lawyer or politician 
connected with the movement. If a 
local newspaper is also involved, edi- 
torials begin to bristle, mass meetings 
are organized. If a municipal election 
is pending, the candidates begin to 
take up the issue of “lower utility 
rates.” If an appraisal engineer is 
interested in the movement, there 
usually comes at this time a motion 
in the city council for a “survey of 
utility property values” or an “esti- 
mate of what a municipal plant would 
cost.” If a company manufacturing 
and selling municipal plant equipment 
is behind the movement, this survey 
or estimate is produced quickly. By 
this time the citizenry is aroused and 
the state commission and city council, 
unless able to withstand popular pres- 
sure in an unusual degree, is compelled 
to direct a formal investigation and 
from that point on the fat is in the 
fire—a familiar story to all utility 
men. 


Wwe a rate adjustment actually 
is warranted because of exces- 
sive charges or some discrimination in 
the rate schedule, the preliminary 


signs are somewhat different. The 
first symptom can usually be looked 
for in the “open forum” departments 
of the local newspapers through bitter 
complaints by the ubiquitous “Pro 
Bono Publico” or “Intelligent Citi- 
zen.” If the irritation is not removed, 
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Symptoms and Stages of Rate Complaint Malady 


6¢ HE rate complaints have much in common. 


Broadly 


viewed, they are like an attack of some disease upon 
a healthy industrial body. There are, first, the preliminary 
symptoms, then the preliminary stages when it can be ‘cured’ 


without too much disturbance. 


Then there are the danger 


signals, finally a critical stage; political complication set in.” 





the dissatisfaction spreads. Finally 
some consumer, more aggressive than 
the rest, will call at the company’s 
office and raise a row. If the company 
representative is unusualy tactful and 
intelligent, this first open flare-up will 
be stamped out at all costs. Particular 
pains will be taken to give the irritated 
party everything he asks for. If this 
is followed up by judicious investiga- 
tion and concessions by the company, 
the attack is over and “cured.” More 
frequently of late, however, this open- 
ing demand is voiced as a challenge. 
Result: circulated petitions, filed 
complaints, regulatory investigation, 
and all the rest of the familiar route. 
Newspapers and politicians usually 
jump aboard early in the course to 
make things unanimously uncomfort- 
able. 


HERE are, of course, no hard and 
fast rules to be followed for put- 
ting down such insurrections. If there 


were, there would be no need of a 
rate policy advisory board. Each case 
requires special attention. Sometimes 
a quick concession in the early stages 
of a recognized dispute will save thou- 
sands of dollars and immeasurable 
damage to public relations later on. 
Sometimes a mild and patient defense 
is the better course, especially in cases 
involving professional agitators who 
would never be satisfied by concessions 
and would only hail them as a “con- 
fession of guilt” and a “sop to the 
hard-pressed consumers.” A mild de- 
fense carried on before a city council 
or a commission by skilled counsel has 
the effect of showing up the invariable 
ignorance of the agitators as to prin- 
ciples of regulatory law and practice 
and at the same time, by a display of 
sportsmanship and fair play, will win 
the respect, confidence, and good will 
of unbiased commissioners, council- 
men, and the public, provided, of 
course, the dispute has not been al- 
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lowed to progress too far. In certain 
instances a show of firmness by the 
utility is justified, especially where the 
opposition is negligible. 


L her to illustrate more concretely the 
similarity of symptoms in original 
rate disputes, let us consider five ac- 
tual examples or “case histories” of 
rate disputes that have actually oc- 
curred in the United States during the 
first eight months of 1933. Names of 
companies and communities in these 
case histories have, for obvious rea- 
sons, been omitted although some 
readers who have followed this subject 
may recognize one or more of the 
cases just from the “clinical material” 
presented. 


ASE No. 1. Community of 40,000. 

Private utility rendering good serv- 
ice at comparatively low rates. Last 
reduction had been made voluntarily 
during the middle of 1932. Without 
prior warning, on February Ist, a peti- 
tion, signed by ten citizens, was filed 
with the city council to investigate and 
reduce “exorbitant electric rates.” On 
February 10th, at the council hearing, 
two junior members of the local bar 
appeared and urged the petition heated- 
ly. The utility was not represented. 
One member of the council moved to 
refer the petition for action to the 
special committee. Other members 
urged another hearing for an oppor- 
tunity to hear a representative from the 
utility. A row developed in the council. 
The petition was put over for two 
weeks. The utility meanwhile issued 
curt statements that the demands were 
“absurd and ridiculous.” On Febru- 
ary 24th the utility sent a repre- 
sentative to the council meeting. He 
was aloof and sarcastic. Another 
councilmanic row developed and the 
petition was dismissed by a narrow 
vote. Both young lawyers and two 
councilmen “walked out” of the meeting. 
On February 25th the citizens were in- 
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terested. Newspapers carried the story 
of the council battle. Editorials mildly 
criticized the company. Young law- 
yers circulated petitions. On February 
27th the company issued a statement 
to newspaper reporters. On February 
28th the young lawyers replied with a 
bitter statement and an announcement 
of a public mass meeting. On March 
3rd the mass meeting was well attended ; 
there was a planned program; a resolu- 
tion remanding a rate reduction was up- 
roariously carried. On March 7th the 
newspapers were openly hostile to the 
utility. A new petition was filed and 
carried at first meeting. 

The result was an ordinance reducing 
rates 20 per cent; hostile reverberations 
were heard in the state legislature likely 
to culminate in a statewide investigation 
of utilities next year together with pos- 
sible punitive legislation. The local rate 
battle is now tied up in the courts. 
This case resulted in disturbing three 
other cities of the same state. 


By No. 2: This case involved a 
community of 25,000. Two coun- 
cilmen on April 5th suddenly introduced 
a petition for an impossible reduction of 
rates. Three meetings later with no 
apparent disturbance elsewhere except 
in the council, a modified resolution 
demanding a 30 per cent cut in rates 
was passed. Notice was served upon 
the company. Demands were refused 
but excellent reasons were given and 
a sympathetic offer of further negotia- 
tions was proffered. This forced the 
hand of the agitating councilmen. In 
the next meeting they demanded a “sur- 
vey of what it would cost to build a 
municipal plant.” A skilled representa- 
tive of the company asked if the council- 
man has any appraisal firm in mind. 
After some discussion, a councilman 
mentioned the name of a firm widely 
active in such appraisals. The next day 
further concessions came from the com- 
pany. The support of the local press 
was enlisted. At the next meeting, the 
council with the exception of the two 
original complainants accept the reduc- 
tion. The press then gave the two 
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councilmen “credit” for securing the re- 
duction. The matter was disposed of 
with resulting good will. From last 
reports the company’s public relations 
seemed to be in excellent condition. 


“Dy No. 3: In this case a large city 
utility was subjected to a gradually 
increasing barage of complaints by citi- 
zens against high rates. The usual ar- 
guments were given: “Prices for all 
other commodities have come down”; 
“utility is earning an excessive return” ; 
“utility’s property values are inflated,” 
and so on. Outside forces contributed 
to the trouble—reports from Washing- 
ton, news of Muscle Shoals agitation, 
raging rate revolt in two neighboring 
states. The utility which had persistent- 
ly ignored the existence of any trouble 
suddenly reversed its policy. The situa- 
tion appeared most serious. Gladly co- 
Operating with commission’s investiga- 
tors, the company “discovered” that its 
affairs were in bad shape for a formal 
rate proceeding. Valuation “write 


ups”; payments to an affiliated con- 
cern under a gross receipts percent- 
age contract for “managerial services” ; 


depreciation questions; a rate of re- 
turn tentatively estimated at 9 per 
cent during the worst year of the de- 
pression; a rate schedule sorely in 
need of overhauling for the elimina- 
tion of discriminations—all these fac- 
tors appeared. Hurried and worried 
conferences were held with the com- 
mission. The commission suggested a 
drastic rate cut. More conferences. 
The company finally accepted with 
minor modifications. The news was 
heralded with rejoicing. The commis- 
sion, newspapers, citizens—everybody 
congratulated the company’s “voluntary 
reduction.” This company now enjoys 
a solid and immune position in a terri- 


e 


tory surrounded by raging rate rebel- 
lion. 


«Agree No. 4: This involved a gas 
company serving a town of 50,000. 
The most unusual feature of this case 
is that neither the rates nor service 
of the company were originally attacked. 
The whole trouble arose from a techni- 
cal “credit deposit” rule which had been 
a constant source of irritation to con- 
sumers since 1928. The deposit re- 
quired, it was charged, was propor- 
tionately too big and too wide in its 
application. The utility refused to ex- 
empt many old and faithful customers 
(and many new ones with unimpeach- 
able credit) which seemed to cause far 
more resentment than if the rates had 
been too high. Interest on the deposits 
was also preémptorily refused. Finally 
a petition was filed with the state com- 
mission. The company fought tooth 
and nail all the way, raising every pro- 
cedural and technical defense its law- 
yers could discover, in the course of 
which the commission gradually became 
antagonistic. The case finally developed 
into a general rate complaint, during 
which the utility took the case into Fed- 
eral court where the matter now lies. 
Unfortunately, two other companies ap- 
parently innocent of any wrongdoing 
have become involved as the result of 
an embittered public. 


ASE No. 5: This is a short case 

history involving a small commu- 
nity’s power service, interesting chiefly 
as an example of an instance where 
firmness on the part of the utility was 
the best policy. Certain industrial power 
consumers petitioned for reductions to 
the local commission—a board hostile to 
utilities. In its rate reduction order, the 
commission’s opinion betrayed an aston- 


“A NATIONAL rate policy board with state or other local 
subdivisions organized for such analytical study of local 
rate cases is the obvious means of serving the interest of 
both the local company and the industry as a whole at the 


same time.” 
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ishing innocence of regulatory law. The 
utility promptly appealed to court and 
was rewarded with an injunction. The 
court’s opinion took the commission to 
task for its ignorance. Subsequently, 
the utility made a small voluntary re- 
duction to all consumers. As a result 
of the procedure in this case the utility’s 
public relations appear to be in very 
good condition. 


5 ieee were just a selected few of 
a number of these case histories. 
The consideration of this clinical ma- 
terial has led this writer to the follow- 
ing conclusions : 


1. Rate agitations are subject to 
classification as to symptoms, results, 
and remedies. 

2. Complete analysis and knowl- 
edge of such classifications would be 
an invaluable asset in handling the 
particular rate case of the future. 

3. Because of their highly con- 
tagious nature, the electric industry 
as a whole should be intensively in- 
terested in the rapid and effective 
settlement of all local rate disputes. 

4. A national rate policy board with 
state or other local subdivisions or- 
ganized for such analytical study of 
local rate cases is the obvious means 
of serving the interest of both the 
local company and the industry as a 
whole at the same time. 


Ww™=t is suggested above is not a 
price-fixing body, nor intended 
in any way to violate the spirit or 
letter of the Sherman Act or other 
antitrust laws. The board would 
merely advise the local company 
(based upon its broader experience 
and specialized study) as to the prop- 
er steps exclusively applicable to the 
particular situation. Nor is it sug- 
gested as a device for the possible 
evasion of, or conflict with, the ju- 
risdiction, powers, and duties of the 
state commissions or other regulatory 


bodies. On the contrary the existence 
of such a board should make the work 
of regulatory agencies much easier 
and smoother by inculcating in local 
companies a more cooperative spirit 
and a method for building up better 
local public relations. 

The details of organization would 
have to be worked out. The national 
board would be independent of, and 
would not conflict in any way with, 
the Edison Electric Institute or small- 
er technical associations. It would be 
organized for only one purpose—the 
study, supervision, and cure of rate 
disputes all over the United States. 
Presumably the central board would 
keep filed and carefully classified, de- 
tailed information of the commence- 
ment, course, and disposition of every 
local rate case—a case history, in 
other words. In this manner, week 
by week the rate situation all over the 
United States could be charted for the 
information of the entire industry. 

What a valuable aid such a weekly 
“fever chart” alone would be! Ex- 
ecutives could see where new cases 
were springing into existence and 
why ; where old cases have been cured 
and how. A particularly threatening 
area of “contagion” would never blos- 
som out without adequate advance 
warning. In addition to this purely 
informative service, the board would 
gradually become expert in diagnosis 
and in suggesting remedies. If a local 
executive disregarded such advice and 
found a serious and ugly rate situation 
on his hands, he would only have him- 
self to blame. 


UT will the companies coOperate in 
such a venture? At present there 
is little indication that they would do 
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so, notwithstanding discerning editor- 
ial warning to that effect from such 
astute quarters as Electrical World, 
which in its issue of August 26, 1933, 
stated in part as follows: 


“We believe that the utilities need a coun- 
cil of operating property executives; for 
example, Arkwright, Owens, Pack, Fergu- 
son, Wagner, Dow, and others who have 
both the ability and the experience and are 
in such intimate touch with the public and 
with conditions that they could arrive at 
agreements as to procedure to improve con- 


courage and intelligence will ward off the 
present disastrous trend. If the utilities 
will do their part and take the lead the 
other members of the electrical family may 
be counted upon to do their utmost. Action 
is the only way out.” 


When the utility executive in Maine 
realizes that he has a personal stake 
in a rate dispute in California; when 
the industry as a whole realizes that 
only by patient supervision and clean- 
ing up of these small local sources of 


ditions whether through action on local 
properties or nationally. It is this type of 
executive and not the headquarters holding 
company official who has the information 
and experience needed to lead the utilities 
into the sunlight of public favor. There is 
no more necessary or more difficult task, 
and it must be done, for only the utmost 


irritation can lasting general esteem of 
the public be secured, the wisdom of 
an organized defense to the menace of 
organized and spreading rate revolt 
will be seriously considered. 





Remarkable Remarks 


“There never was in the world two opinions alike.” 
—MOoNTAIGNE 


E. J. Hoprre “Tf our house needs cleaning, lets clean it.” 
Chairman, Ohio Public Utilities 
Commission. 


¥ 


“If a dictator came tomorrow what more could he 
do than has been done?” 


HucH S. JoHNson 
National Recovery Administrator. 


e 
“The day has passed when absolute vested rights 


under contract or property are to be regarded as sacro- 
sanct or above the law.” 


Justice Danie, W. O’DonocHuE 
District of Columbia 
Supreme Court. 


¥ 


“Nothing is a stronger boost for a community seeking 
industries than the statement that its utility is strong, 
well managed, and adequately financed to take care of 
all of their needs.” 


H. Lester Hooker 
Virginia State Corporation 
Commission. 


> 


“If the government is right in trying to have more 
transportation facilities to make transportation cheaper, 
it must be wrong in killing pigs and burying cotton 
and wheat to make the prices higher.” 
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Epwarp F. Fiynn 
Assistant General Counsel, 
Great Northern Railway 
Company. 
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How to Become a Public 
Personage 


A Hint to “Young Executives’ 
By JAMES H. COLLINS 


starting out in the world, “I will 

succeed—I will make a name for 
myself!” He thinks of his ambition 
as single—but it is really duplex. 

Thousands of young men have suc- 
ceeded in the electrical business the 
past generation, but those who have 
made a name for themselves are few. 
None have approached the internation- 
al reputation made for himself by the 
Father of the industry, Edison. 
Westinghouse and Steinmetz came 
closest to general fame, as personali- 
ties. Yet the electrical business today 
needs personalities—like all business. 
It is being attacked by men who, first 
of all, understand the process of regis- 
tering themselves as personalities in 
the public mind. 

Becoming a personality is a definite 
process. There must be a foundation 
to work upon, of course, but given that 
foundation, the making of a name is a 
technical matter—even a mechanical 
process. 


S*: the ambitious young man, 


Let us investigate that process. 

Let us begin with Edison himself, 
in the early days of the electric light, 
at Menlo Park. Old newspapers 
show that, from the beginning, Edison 
was doing three things: 


1. Thinking about his work for the 
benefits it promised to hard-working 
people. 

2. Finding interesting ways of 
making his work clear to people. 

3. Being constantly accessible to 
interviewers. 


| gcentapiye Edison was always 
easy—and amusing. The reporter 
could go to him with any fool ques- 
tion under the sun, and the first step, 
in his later years, was to call up Wil- 
liam H. Meadowcroft, with the “Old 
Man” for fifty years, and arrange an 


appointment. Meadowcroft usually 
warned the reporter that the Chief had 
been working hard the past few weeks, 
and might not be available—but if the 
interviewer cared to take a chance, 
which he usually did, he was told that 
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he might come to the laboratory the 
next afternoon. 


A’ the “lab,” the visitor was greet- 
ed by Meadowcroft’s downcast 
countenance. The Chief had started 
some new work. Nobody knew where 
he was. But the interviewer might 
wait, and if Edison appeared, would 
the interviewer please be as brief as 
possible. 

Within a half hour, the wizard him- 
self walked in, sat down at his clut- 
tered old desk, cupped his hand over 
his ear, as the interviewer asked 
whether he thought the moon was real- 
ly made of Swiss cheese, smiled as the 
question meshed with information in 
that great head of his, and chatted for 
another half hour about the moon, 
with recollections from his long ca- 
reer. 

For half a century, the inquiring re- 


porter went to the “Old Man” on be- 
half of the public, as energetic boys 
went to Dad with fool questions. The 
questions were often silly, and they 
had been asked in every dialect under 


the sun. No matter, the boys wanted 
to know, and the Daddy of Electricity 
always had an answer—and the next 
day Meadowcroft would be just as 
certain that it wasn’t a good day to 
bother Dad with questions. 

Observe this process when a new 
President is elected. During the four 
months before he enters the White 
House, every newspaper and maga- 
zine in the country has-stories of his 
boyhood, reviews of his career, in- 
terviews people who can throw light 
upon his personality. Public interest 
extends to his favorite dishes, his 
wife’s cooking, his children’s pets and 
pastimes. 


Registering the personality of a 
President in the minds of a hundred 
million people is an enormous pick- 
and-shovel job of writing, supplement- 
ed nowadays by radio. 

Before inauguration, the new exec- 
utive’s personality if then not well 
known is speculated upon with anxi- 
ety. Will he measure up to the great 
Presidents of the past? But in two 
years, people are gloomy about the 
possibility of his defeat for a second 
term, and confident that no other man 
as capable can be found. 

A President must have personality. 
But registering this personality with 
the public is a process as mechanical 
as printing. 

When a business leader takes a pub- 
lic office, the process is also seen in 
operation. The public wants to 
know who he is, where he was born, 
how he looks and talks; and newspa- 
per correspondents tell the public. In 
office, he receives the reporters at reg- 
ular intervals, chats with them about 
his work and policies, and takes the 
public into partnership. It is an ex- 
perience that gives breadth to his 
work, and generally he learns to like 
it. 


HE demagogue is a_ self-made 
man by the same process! 

At the outset of his career, news- 
paper men are not likely to be interest- 
ed in what he thinks. But he will cre- 
ate interest. : 

I once knew a shrewd utility execu- 
tive who, when agitation started 
against his company, anywhere in its 
wide territory, would send somebody 
to find out who was making the rum- 
pus, and what that somebody wanted. 
Generally, a local demagogue was 
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found, attacking the company for per- 
sonal publicity. This executive took 
steps to divert the agitation to some 
other corporation, just as good for a 
budding demagogue’s career. 


HE demagogue has a simple pub- 

licity story, and by sticking to it, 
may rise from local fame to national 
eminence. “I am the friend of the peo- 
ple,” he says, “All others are crooked. 
I protect the people’s interests. I 
alone am honest—and I admit it.” 
Coupled with a picturesque personal- 
ity, or eccentricity, this story is bound 
to “get over” if given sufficient time 
and repetition. 

In contrast, the corporation execu- 
tive works directly against this proc- 
ess. Let us consider the three things 
done by Edison: 


1. Where Edison thought of his 
work in terms of benefit to the pub- 
lic, the corporation head is often im- 
mersed in technicalities and policies 
for the benefit of the company, first of 
all. In the end, his work is of public 
benefit, but he does not think of it in 
that way. 

2. Edison had for fifty years been 
finding interesting ways of telling 
people about his work. He had, in 
fact, been a popular teacher. The 
corporation executive usually pleads 
that company affairs are too technical 
to be explained to the public, and 
often fears that, if efforts are made, 
the explanation will be misunder- 
stood, or used against the company by 
enemies. 


3. Edison was accessible, but the 
average business executive avoids the 
inquiring reporter. He is too busy— 
busier than was Edison! He avoids 
personalities. He counts silence a 
merit, and regards it as modesty. 


|, fnew corporations maintain 
publicity departments, to supply 
information, and they are necessary 
and efficient for the mass of routine 
news. But the inquiring reporter 
wants to see the “Old Man,” feel his 
vibration, and convey to a few hun- 
dred thousand readers the impression 
that this business, along with many 
others, local and national, is being 
managed by a human being, trying like 
everybody else to do the public-spirit- 
ed thing, and having his troubles. 

Many corporations now have the 
“talking vice president,” who makes 
public addresses, and is a company 
spokesman, a useful man, creating 
understanding and good will. But 
he is not the “Old Man.” The pub- 
lic is human in wanting to know 
that large affairs are run by large 
men, approachable and friendly, to be 
relied upon for broad views and 
sound counsel. 

The public is a kid, and there is 
nobody it trusts like Dad! 

For a generation now, since the 
“trusts” appealed to popular imagina- 
tion, we have had the “strong silent 
man” at the head of large affairs. We 
all know him, as newspaper and maga- 


e 


It uses a mini- 


mum of information, with a maximum of appeal to the 
The net result to the public is a strong thrill 
The Dema- 


gogue entertains exactly as the movies and action-novelist 
entertain.” 


q “DEMAGOGUERY is strictly entertainment. 


emotions. 


for the least amount of sustained attention. 
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zine readers, that “man of mystery,” 
because we have sneaked into his office 
with the trembling reporter, writing a 
personality sketch, and studied his 
awful chin and brow in snapshots 
taken with a hidden camera, as he 
left the steamer or the investigating 
committee. We have all speculated 
about his power over millions and 
men, and watched his terrific combats 
with rival business giants, and won- 
dered what he would do next—or 
whether he was sneaking up on us 
even now. 

This strong silent man is, in my 
opinion, headed for the boneyard of 
the Triceratops and the Dinosaur, and 
for the same reason—that he is silent 
because he is dumb. 

As long as he produced results, 
the man of mystery was all right. 
But in 1929, he crashed. The world 
experienced new events which led it to 
question all business. Private busi- 
ness became everybody’s business, and 
a surprising sense of social responsi- 
bility was discovered in business itself. 


HE socialization of business is 

under way. It will be either 
that, or some form of socialism. The 
captain of industry tomorrow will be 
social and articulate. The young man 
who means to rise in the world will 
study the process of making a name 
for himself, along with his engineer- 
ing, and already the technological in- 
stitutes are putting in courses in hu- 
manics, to meet the new demands. 
The value of an Edison and a Ford 
is so great, that we can no longer rely 
upon native ability for business lead- 
ers of their kind. We must duplicate 
it in quantity, and so we have begun 
putting young fellows in training. 


Does this mean “Back to Tech” for 
the executive who has attained a posi- 
tion in which he might become a 
spokesman for his company? 

Not at all. He can make a name 
that means something to the public if 
he understands that there is a new 
aptitude to be learned, and that time 
and practice are necessary to bring 
facility. 

It is a new trick for the old dog. 
And yet, not exactly that, either, be- 
cause many an executive of technical 
training has acquired a similar apti- 
tude, in learning to manage the people 
who work for him. Add the knack 
of managing people to an engineering 
education, and you have a pretty fine 
kind of executive. Most executives in 
the utility industry have learned this 
knack, and those who haven’t are 
working for them! Go back to the 
time when the young engineer came 
out of college, severely scientific, full 
of formulas. See him reach a point 
where it is necessary to get his results 
through people, to understand some- 
thing of their motives and limitations. 
He has encountered a social activity, 
and if he begins learning, he rises in 
the management section of the busi- 
ness. 


~o a name with the public 
carries this same thing a step 
further. It is a way of getting team- 
work on a broader scale. 

The process is mechanical to a 


surprising degree. Any “duffer” 
would give two years’ time and prac- 
tice to acquiring a good golf stance 
and swing. Learning to talk to the 
public requires similar drill, and 
enough time to make the aptitude 
second nature. 
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Training, Rather Than Native Ability, Will Produce 
the Leader of Tomorrow 


“—_ socialization of business is under way. 
— The young man who means to rise 
in the world will study the process of making a 
name for himself, along with his engineering, and 
already the technological institutes are putting in 


courses in humanics, to meet the new demands. 


The 


value of an Edison and a Ford is so great, that we 
can no longer rely upon. native ability for business 


leaders of their kind.” 





First of all, self-consciousness must 
be overcome. That is done by mixing 
with people, saying a few words at 
the lunch club, trying out simple ex- 
planations of one’s work in Pullman 
gatherings, getting the “feel” of the 
crowd. 


HE utility executive has an extra 

handicap of self-consciousness, 
for he works with values not affected 
by people or emotion. This handicap 
is overcome by plunging in among 
people, and splashing around, until 
fear of the new element is lost. 

Having learned to feel at home 
among people, to make a passable talk 
at the lunch club, answer the ques- 
tions of the inquiring reporter, step 
up to a microphone—then comes the 
problem, “What shall I say?” 

And here is another surprise: 

It is not necessary to say much of 
anything! He will hesitate about ex- 
plaining the company’s complex or- 
ganization or policies, fearing that his 
statements will be misunderstood. He 
will be afraid of saying the wrong 
thing, or making blunders. 

The public really expects nothing 


of that kind, and will be bored if he 
enters deeply and frankly into techni- 
calities. 

There is no better criterion of the 
public’s desire to know than the fool 
questions of the inquiring reporter. 
“Aren’t rates for electricity too high? 
The company’s last statement shows a 
big financial surplus—isn’t it making 
too much money? Is the company 
charging the city too much for light- 
ing? What do the officers of the com- 
pany do to earn their large salaries? 
Is the company laying off employees? 
Is there a deadline against hiring any- 
body over forty-five? When will 
prosperity return?” 


HAT the public is made up of 

morons is a common belief, and 
the well-known army draft tests, used 
during the war, and revealing an aver- 
age mental age of about eleven years, 
are cited in proof. The public is not 
deficient in intelligence. It is deficient 
in attention to matters that do not 
enter into its own immediate bread- 
and-butter affairs. The utility busi- 
ness is but one of a thousand interests 
that occasionally occupy a few mo- 
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ments of its time, along with the price 
of gasoline and meat, the honesty of 
the city government, the prospects of 
President’s reélection, the current 
murder trial, and soon. Thus, when 
the public turns its attention to the 
utility business, it wants to know some 
simple and personal thing, such as 
whether electricity bills are reasonable. 
But it will not give any great amount 
of attention to the technicalities. 

The public likes entertainment much 
more than it does information, and 
men who gain attention become adept 
in imparting entertainment as they 
answer the inquiring reporter. If 
Edison had undertaken to tell the pub- 
lic a small part of what he knew about 
electricity, it would have yawned, and 
turned to Will Rogers. But when 
Edison published his questionnaires, 
the public matched its wits against his 
quiz. He had furnished a new form 
of cross-word puzzle. 


D EMAGOGUERY is strictly entertain- 

ment. It uses a minimum of in- 
formation, with a maximum of appeal 
to the emotions. The net result to 
the public is a strong thrill for the 
least amount of sustained attention. 
The Demagogue entertains exactly as 
the movies and action-novelist enter- 
tain, by arbitrarily saying to the audi- 
ence, “This is black, and signifies 
villainy—hate it; and this is white, 
and means purity, which is Me—root 
for me!” It is a well-known fact in 
authorship that the audience is ready 
to accept any statements made about 
characters, and to go wuff-wuffing 
along in anticipation of its emotional 
“kick.” 


HIs sounds cynical, but it is good 
mass psychology, and in the end 


the public has a healthy motive. What 
the president of the local utility com- 
pany may say about business will 
occupy its attention maybe a minute 
and a half, and be forgotten in five 
minutes. But in that brief space of 
time the public feels that it has met 
Mr. Henry Ohm Kilowatts, and 
that he is a pleasant-spoken fellow, 
who understands his business, and is 
friendly to ordinary people, and hon- 
estly trying to serve the community. 

“Henry Kilowatts is all right,” says 
the man in the street. “Heard him 
talk on WZQ. What did he say? 
Oh, I don’t exactly recall—something 
about—But I want to tell you he’s an 
able man—he’s all right!” 

How well do you really know your 
own key men? What’s going on in 
the comptroller’s division—in the legal 
department? You know that Fox is 
a good comptroller, that Hemming- 


way is a good attorney. They’re all 


right! Fox and Hemmingway—you 
leave details to them, that’s what you 
picked them for. You see, it is your 
own method. Fox and Hemmingway 
must know their onions, and so must 
you, in setting up a partnership with 
the public. There must be trust as 
well as friendliness. There must be 
the ability that is trustworthy. 

Allow plenty of time for this proc- 
ess, and do not be impatient. 

You will be greatly impressed when 
you make your first radio talk, grant 
your first interview, but to the public 
you will be just one of a hundred 
events in the program or morning 
paper. 

When I first began writing for a 
magazine with a million circulation, it 
seemed as though I stood on the house- 
tops. But for a couple of years, even 
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my friends did not seem to know 
about my articles. Seldom did I re- 
ceive a letter from a reader, and then 
always from somebody who wanted 
something—generally information. In 
a couple of years, however, people 
began to speak of my work, and I 
got friendly letters. In five years it 
was common for people to speak en- 
thusiastically about one of my articles, 
just read—in a magazine for which I 
did not write at all! 


8 gto establish yourself with the 
public, and it likes to associ- 
ate you with other people’s good 
things. 


Bers time lag is especially notice- 
able on the radio. A single talk 
goes to the moon and fails to bounce 
back. A series of talks forms a con- 
nection with the public. Rome was 
not built in a day, one swallow does 
not make a summer, it takes repetition 
to break through human apathy, and 
while you are repeating, you are also 
learning your trade. 

Allow two years to register as a per- 
son, five to become a habit, and ten 
years to attain such a reputation as a 
public personage that people will miss 
you when you are gone. 

Even Ford and Edison had to be- 
gin! 





To Appear in Coming Issue of This Magazine: 


THE Motor Bus CONTROL MUDDLE 


What the States and Federal Government 
Should Do about It 


By Kir F. Crarpy 


UTILITY INVESTMENTS UNDER THE 
BIRCHROD AND YARDSTICK 


By JosepH Stacc LAWRENCE 


e 


NEED FOR QUICK-FIRE 
REGULATORY COMMISSIONS 


By Joun BAver 
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VARYING POLITICAL IDEAS AS TO WHO CONSTITUTE 


The “Plain People” 


The problem of safeguarding the interests of the 
plain people is greatly complicated by the fact that 
the interests of the plain people are not always the 
same so that it is hard for our political leaders 
to represent all of the plain people at any time. 


By HENRY C. SPURR 


POLITICAL leader would not be a 
A good political leader unless he 

stood fast and firm for the 
interests of what he designates as 
the “plain people.” 

It is a laudable purpose. Our po- 
litical leaders are perfectly sincere in 
their desire to throw the strong pro- 
tecting arm of the government around 
those who most need that protection. 
Every fair-minded American, who is 
anxious for the welfare of his neigh- 
bors, would not wish to do anything 
else. 

Unfortunately, however, the term 
“plain people” is one of those hap- 
py generalizations which, politically 
speaking, mean different things at 
different times. A corporation would 
probably not be classified as a plain 
person at any time; but whether the 
labor employed by it or the stock- 
holders would be included among the 
plain people of the country might de- 
pend somewhat on varying circum- 
stances. 


No matter how lofty the motive of 
our political leaders may be, the diffi- 
culty in always representing the in- 
terests of the plain people lies in the 
fact that those interests are not in 
harmony; or, at least, that the de- 
mands of one group of plain people 
conflict with the interests of another 
group of plain people. Our political 
leaders, therefore, while earnestly 
wishing to serve all of the plain peo- 
ple, can, as a matter of fact, battle 
for the interests of only a part of the 
plain people at any one time. In do- 
ing that they must necessarily oppose 
the interests of another part and often 
a considerable part of the plain 
people. 


HE term “plain people” has a dif- 
ferent meaning, politically speak- 


ing, for different occasions. A col- 
lection of plain people to be protected 
in one instance may be the very peo- 
ple subjected by our political leaders 
to exploitation in another. If the 
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members of a certain group of per- 
sons are always to be regarded as 
plain people, then from the political 
standpoint they are less plain on some 
occasions than on others. 

In most of the remedial legislation 
asked for in favor of one group or 
another, the consumer group of plain 
people gets scant attention. It makes 
not the slightest difference how hum- 
ble or ragged the consumer may be 
or how undoubted his right to be 
classified among the plain people, he 
just is not the kind of plain people 
our political leaders are thinking 
about. 


pees of our political leaders, for 
example, have been very much 
worried about the spread of the chain 
stores just as they were a generation 
or so ago about the advent of the de- 
partment stores. Their anxiety, how- 


ever, is over that part of the plain 
people made up of small shop or store- 
keepers. It is the latter group whose 
business is being interfered with. The 
consumers of the goods sold in the 
stores are not thought of. Our po- 
litical leaders who attack the chain 
stores do not consider whether the 
chain stores may or may not be good 
for the poor consumers—buyers of 
merchandise—who greatly outnumber 
the poor storekeepers. Nevertheless, 
where would one expect to find more 
plain people than among the custom- 
ers of our merchants? 

In most cases, indeed, the poor 
consumer as pointed out by the spell- 
binder is not a plain person—at least 
politically speaking. As a general 
rule our political leaders are not con- 
sumer conscious. Neither are the 
consumers themselves consumer con- 


scious for that matter. So, perhaps, 
our political leaders are not to blame 
for not speaking for people who make 
no effort to speak for themselves. 


6 bevy for example, the matter of 
the merchandising of utility ap- 
pliances by utility companies which 
the utility companies say is done in 
order to stimulate the use of utility 
service. It is reported that a candi- 
date for lieutenant governor of one 
state is run on a platform of “no util- 
ity merchandising.” 

What part of the plain people did 
this candidate seek to represent? He 
probably spoke for any or all groups 
of persons who sell utility appliances 
aside from the utility companies them- 
selves. These nonutility merchants 
would no doubt be referred to by the 
political leaders as “legitimate” mer- 
chants. This group probably includes 
plumbers, as it seems that plumbers 
sometimes engage in the sale of these 
appliances. 

The main arguments against utility 
merchandising seem to be that the 
utilities are able to undersell or sell 
on better terms or are able better to 
service the appliances than are the 
“legitimate” dealers. 

Without attempting to consider the 
justice or injustice of the merchan- 
dising practices of the utilities in com- 
petition with other sellers of appli- 
ances, it should be noted that in the 
debates on this subject the interests 
of that tremendously large part of the 
plain people who are the buyers of 
these appliances are not mentioned. 
Whether the door of opportunity for 
better service or cheaper prices or the 
right to pick or choose their own mer- 
chants should be left open to the buy- 
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ers is overlooked by the politicians. 

Yet does anyone doubt that the 
buyers of merchandise or consumers 
of utility service are plain people? 
Are they not as plain as, or even 
plainer than, the sellers or shop- 
keepers ? 

Ask the shopkeepers what they 
think about that. 

Yet this large block of plain peo- 
ple has no one to represent it; no one 
to ask what the buyer’s wishes are as 
to this merchandising business. 


1 Aang any candidates for a polit- 
ical office who are running on 
an antiutility merchandising plank 
think of asking that part of the plain 
people who use these appliances such 
questions as these: 

1. Would or would you not prefer 
to be free to pick your own merchant? 

2. Would you prefer to pay a 
plumber more than a utility company 
for the same appliance? 

3. Assuming that the appliance sold 
by a plumber will not be serviced, but 
that one sold by a utility company will 
be serviced, would you prefer to buy 
from the plumber or the utility com- 
pany? 

4. Assuming that you can buy the 
same appliance from a plumber or 
from a utility company, but that you 
can buy from the utility company 
on better terms, with better service 


e 


from which would you prefer to buy? 

It may be, of course, that freedom 
of choice ought not to be open to that 
large section of the plain people 
known as purchasers or consumers. 
The only point emphasized here is 
that this very large group of plain 
people gets no attention in the mer- 
chandising controversy. 

Here we have an excellent illustra- 
tion of the fact that in their rdéle as 
consumers, the plain people do not 
usually amount to much in the philos- 
ophy of our political leaders. 


HEN it comes to utility service, 

however, the consumer begins to 
get a break; but it is only a part of 
the consumers at that, who get this 
break. 

It is the consumer of commercial 
electric current, for example, and the 
labor which is employed in manufac- 
turing and other business concerns as 
the result of the use of electric power 
who would receive most careful at- 
tention at other times who gets the 
cold shoulder from our political lead- 
ers when it comes to rates for utility 
service. Our political leaders are no 
longer interested in the plain people 
who are engaged in productive indus- 
try. It is more important to keep 
domestic rates low for the benefit of 
the domestic consumer’s pocketbook 
than it is to encourage these commer- 


cause of the nonpaying domestic customers against the in- 
Our state com- 


q “Our political leaders have in fact often championed the 


terests of the paying domestic customers. 


missions have not done this; they have approached the 
question from the economic rather than from the political 
stand point.” 
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cial activities which give the domes- 
tic consumer a job for the benefit of 
his pocketbook. 

We do not say whether our political 
leaders are right or wrong about this; 
we merely point to it as an illustra- 
tion of the fact that the term “plain 
people” has different meanings, po- 
litically speaking, at different times. 

So far as utility matters are con- 
cerned, the anxiety of our political 
leaders for the plain people is limit- 
ed then only to that group of plain 
people known as the company con- 
sumers. More accurately stated, our 
political leaders are interested in the 
plain people only in so far as they 
appear in the role of domestic con- 
sumers, sometimes referred to as 
the small consumers of utility serv- 
ice. 


HE smaller the utility consumer, 
the plainer he evidently is from 
the political standpoint. 

A gas company, for example, offers 
a reduced rate schedule which will 
make a substantial cut in the com- 
pany’s revenue, but there is this fly 
in the ointment from the political 
viewpoint; the company proposes a 
service charge or a minimum charge 
or a higher charge for the first block 
of gas which the customer uses. 

An examination of the records of 
this company shows, let us say, that a 
considerable number of its customers 
have been using either no gas or not 
enough to pay for the cost of carry- 
ing them on the company’s books. 
They are either wholly or to some 
extent what is known in business par- 
lance as “deadheads.” 

In a private business they could and 
would be cut off. But in a public 


utility business they must be kept on, 
because the law requires it. 


A GREAT many persons order me- 
ters who either use no service or 
not enough to pay for the cost of serv-. 
ing them. Domestic users are, there- 
fore, of two classes: 

1. Paying customers; 

2. Nonpaying and a large group 
of customers who do not fully pay 
their way. 

Manifestly, if all of the customers * 
of the company were of this class, the 
sooner the sheriff were called in the 
better. He would have to be called 
in anyway before long. It ought to 
be equally plain that the larger the 
percentage of such customers the 
worse off the company and its other 
customers would be. 

In this particular case assume that 
in order to protect its paying custom- 
ers and put the business on a sound 
basis the company reduces its charge 
for gas and offers to establish a serv- 
ice charge covering the cost of carry- 
ing customers which does not depend 
at all upon the amount of gas used. 

This would probably meet with stiff 
political opposition on the ground that 
the nonpaying customers in this case 
were the plain people. 

Our political leaders have in fact 
often championed the cause of the 
nonpaying domestic customers against 
the interests of the paying domestic 
customers. In this case the paying 
consumers would not be regarded as 
among the plain people from the po- 
litical standpoint. So it is apparent 
that no matter how meritorious the 
intentions of our political leaders, it 
is very difficult to serve all of the 
plain people at the same time. 
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What Others Think 





Echoes from the Battle of Birmingham 


pe nates Ala., first of the large 
cities within the 450-mile radius 
from Muscle Shoals set by Congress 
as an operating area for the Tennessee 
Valley Authority to vote upon the 
question of whether or not it should 


led to danger, but which would have cre- 
ated a political nuisance that would have 
been a perennial plague to the lives of our 
citizens. Happily, the great majority of the 
voters of Birmingham realized all this and 
would not be led astray by hysterical ap- 
peals to prejudice.” 


own and operate its power distribution 8 Spo: News-Sentinel (Scripps-How- 


plant, voted “No” emphatically on Oc- 


ard) of Knoxville, Tenn., which 


tober 9th... The verdict followed an js next in line among the larger cities 
intensive campaign which saw United close to Muscle Shoals to vote on a 
States Senator Hugo Black of Alabama municipal power plant, saw in the ver- 
on the public ownership side and his dict evidence only of fraud and decep- 
own father-in-law, Dr. Sterling J. tion. It stated editorially: 


Foster, on the opposite side. The battle 
is now over but it is amusing to read 
the accounts of the matter by the op- 
posing sides. The Birmingham News 
hailed the result as a victory of an in- 
telligent citizenry over the appeals of 
demagogues. It stated editorially: 


“In the outcome, facts have triumphed 
over fancies, reason over prejudice, and 
sober judgment over hysteria. All the wild 
and demagogic agitation on the part of ad- 
vocates of municipal ownership of utilities 
could not obscure the cold facts which ar- 
gued against plunging the city headlong in- 
to so unnecessary, unwarranted, and ill- 
advised a venture. 

“The campaign which the city has just 
gone through was inexcusable, in the first 
place. The people of Birmingham should 
not have been subjected to that ordeal. But 
when the issue was forced, they disposed 
of it in a conclusive fashion. It was a vic- 
tory for common sense in public policy 
toward public utilities. At the same time, 
it was a victory. for good government in 
this community. By their verdict the voters 
have said that they do not want the vitally 
essential utility services of Birmingham to 
be placed under political domination, and 
that they do not want the municipal gov- 
ernment to engage in business which com- 
mon experience in this country has shown 
is best left to private enterprise operating 
under regulation by law. 

“In so voting, the people of Birmingham 
have, in the belief of this newspaper, es- 


“Although the city had elected a com- 


‘ mission of advocates of municipal owner- 


ship, late developments in the referendum 
campaign itself indicated the outcome. And 
the principle development was the releas- 
ing of thousands of dollars of campaign 
funds by private utility backers for news- 
paper space, propaganda, and speakers. 

“With little or no regard for facts or 
veracity, the private ownership league of 
Birmingham used page after page of news- 
paper space to frighten the electorate with 
higher taxes, an entirely fictitious ‘$30,000,- 
000’ bond issue, a canard that the Tacoma, 
Wash., municipal plant, in some way caused 
the city to have a high tax rate and other 
propaganda. 

“Power companies throughout the nation 
were, of course, concerned to see the prop- 
osition defeated. They will be equally anx- 
ious to retain their grip on Knoxville and 
other Tennessee valley cities to hamper the 
establishment of a Federal power yardstick. 

“For them it is a desperate fight. If the 
TVA yardstick succeeds, then a new form 
of regulation will have appeared in the na- 
tion which will finally force them to wipe 
out some of their inflated values, their 
pyramided holding companies, and exorbi- 
tant rates despite the protection of sub- 
servient state utilities commissions. Every- 
thing possible will be done to prevent the 
TVA from obtaining a real test market. 
The very intensity of the fight will indicate 
the desperation of it.” 


AKING the last statement first, a 
more critical analysis of the elec- 


caped a serious peril. They have avoided : es 
whi toral vote itself indicates that the News- 


a radical course which not only would have 
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Sentinel editorial may have been written . 


with more feeling than deliberation. It 
so happened that Birmingham voted not 
only one municipal ownership issue but 
four: electricity, water, traction, and 
steam heating. Now if the “Power 
Trust” had waged a successful but re- 
lentless and corrupt campaign to seduce 
the Birmingham electorate we should 
expect that the vote against the power 
plant would have been overwhelming as 
compared to the other projects unless 
one were to argue that a Water Trust, 
a Traction Trust, and a Steam-heating 
Trust also took similar parts—an ob- 
viously incredible suggestion. 

Yet we find that, of the 17,000 votes 
cast, the vote on power was 10,034 
against and 7,004 for; the water vote 
was 10,082 against and 6,450 for; the 
traction vote was 12,401 against and 
3,840 for; the heating vote was 12,148 
against and 3,807 for. In other words 
the public ownership advocates made 
their best showing on the power issue 
(on which they had to contend, accord- 
ing to the News-Sentinel, with the cor- 
rupt opposition of the Power Trust), 


being defeated by a margin of only 


3 to 2. On the other issues (on which 
they had, according to their version, no 
such corrupt, organized opposition) the 
vote against them ran 2 to 1, 10 to 3, 
and 3 to 1, respectively. These results 
would appear to indicate, assuming that 
the News-Sentinel’s hypothesis were 
sound, that the Power Trust did much 
worse than a bad job at campaigning 
and that its cause would have been much 
better off if it had refrained from all 
interference. 


N the other hand, sober analyses of 

the electoral results do not lend 
convincing support to the editorial con- 
clusions of the Birmingham News that 
the “great majority of the voters of 
Birmingham” were moved by such an 
abstract ideal as the menace of complete 
socialization. Birmingham has a popu- 
lation of 259,678. Over 100,000 of its 
citizens are qualified voters. Yet only 
17,000 votes were cast. Far less than a 
“majority,” only about one out of seven 


qualified voters, took the trouble to go 
to the polls, a fact that at once negatives 
the suggestion that the citizenry was 
stirred to the core by the menace of 
social control or that the campaign was 
vigorously pressed on either side. Prob- 
ably a more cold-blooded analysis of the 
entire election may be found in the edi- 
torial published in the St. Louis Globe 
Democrat. It follows in full: 


“Municipal ownership of utilities has re- 
ceived quite a setback in the decisive vote 
against it by the people of Birmingham, 
Ala. The result of the election there last 
Tuesday, exclusively on this issue, under 
a new law passed at the last session of the 
Alabama legislature providing for such 
special elections and authorizing municipal- 
ities to exceed their constitutional debt lim- 
itations in borrowing to finance municipal 
ownership, is of particular importance be- 
cause it is the largest city within the area 
theoretically covered by the Federal govern- 
ment’s power system at Muscle Shoals, and 
because it has definitely rejected the pro- 
posals made by the Tennessee Valley Au- 
thority, which is the government’s adminis- 
trative body in control of this system. 

“A very active campaign was conducted 
by the proponents of municipal ownership 
for the acquisition by the city of electrical 
light and power, water, heat, and street 
railway utilities. Private owners of public 
utilities were prohibited by law from tak- 
ing any part, directly or indirectly, in the 
campaign, but there were no restrictions 
on the advocates of municipal ownership, 
however interested. Yet all four of these 
propositions were beaten by substantial ma- 
jorities. The main fight was centered on 
the municipal light and power proposal, and 
it received the greatest affirmative vote, but 
it was defeated by a two-thirds majority. 

“The people of Birmingham were evident- 
ly convinced that the rates of service could 
not be materially reduced, if at all, under 
municipal ownership, even with the aid held 
out by the Tennessee Valley Authority in 
the matter of cheap power. And they were 
certain that their taxes would be greatly 
increased by the cost of acquiring the plants 
for municipal ownership. Moreover, they 
had had some experience with a city-owned 
electric plant, which was operated at a loss 
for six years and then sold and scrapped. 
The secretary of the Citizens’ Protective 
Committee, which was organized to oppose 
municipal ownership, said after the election : 
‘The surge against public ownership is due 
to the fact that the people are realizing 
that public ownership is impractical and 
costly, and means a probable increase to the 
rank and file of taxpayers in their property 
and other assessments.’ ” 
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However, a number of more tangible 
reactions from the Birmingham ballot 
developed. On October 11th the Wall 
Street Journal announced that Secretary 
of Interior Ickes had suggested in a 
letter to the Tennessee Valley Authority 
that funds appropriated by Congress for 
the sole use of the Authority ought to 
be used in the construction of Shoals 
Dam No. 3, rather than funds appro- 
priated by Congress for general emer- 
gency relief through the Public Works 
Administration. Secretary Ickes was 
reported to believe that inasmuch as the 
T.V.A. had $50,000,000 of its own to 
spend, public works money ought to be 
used for other projects throughout the 
country for which specific appropria- 
tions have not been made by Congress. 
A similar letter was sent to Senator 
Hugo L. Black of Alabama, who had 
been urging allotment of public works’ 
funds for the construction of the dam. 


NOTHER development interpreted 
widely in some quarters as a re- 
action to the Birmingham ballot was 
the more conciliatory attitude of the 
Tennessee Valley Authority itself to- 
wards the privately owned power in- 
dustry. The truth of the matter is that 
the Tennessee Valley Authority faces a 
very serious problem. It is committed 
to a construction and operation policy 
calculated to make hundreds of thou- 
sands of horsepower generating capacity 
available for which there is at present 
no discernible market. The encourage- 
ment of publicly owned plants in larger 
communities throughout the Muscle 
Shoals area was the first step in develop- 
ing such a market. Birmingham, an 
important factor, if not the keystone 
of this plan, has refused to come into 
line. Municipal elections were scheduled 
in the near future on the subject in 
Ohio and Tennessee cities. From last 
reports, the outlook for municipal own- 
ership victory appeared dark in Cincin- 
nati and other Ohio cities and doubtful 
in Tennessee. 
I’ most or all of these municipal mark- 
ets remain closed, the Authority 
faces the prospect of either becoming 


“power poor” or doing business with 
private distributors. In this light, re- 
cent utterances of Mr. David E. Lilien- 
thal appear to be casting an anchor to 
the windward. The Authority’s shrewd 
director of power affairs may be laying 
the foundation for a more graceful ap- 
proach to negotiations with private dis- 
tributors if the fortunes of politics make 
it necessary to do business with them. 
Speaking to the Rotary Club of Mem- 
phis on October 17th, Mr. Lilienthal 
stated: 


“What is going to be the effect of the 
Authority’s power program on the investor 
in public utility securities? Here is an 
acute and difficult question, and one which 
I have no desire to evade. 

_ “The Authority is not engaged in a puni- 

tive expedition against the utilities. The 
Authority is an instrument of the people of 
the United States. It is charged with the 
duty of carrying out a national power pol- 
icy, and the safeguarding of the public in- 
terest in the country’s greatest resource, 
profoundly affecting the future develop- 
ment and prosperity of our country and 
all of its people. This policy has not been 
formulated over night. It is not a mere 
political accident. It represents more than 
a decade of careful consideration. It has 
been thoroughly debated in the Congress 
of the United States. The power program 
of the Authority is an integral part of a 
larger policy for the economic develop- 
ment of the United States. 

“The duty of the Authority is to carry 
out that policy. But in carrying it out, 
the Authority is determined to bring the 
least possible injury to actual investments 
in useful property. 

“This is not the first time that the ex- 
ecution of a great national purpose has ad- 
versely affected private interests. Many 
examples will come to your mind. There 
was a time many years ago, for example, 
when the educational system of the coun- 
try was in private hands. The public pol- 
icy which led to the establishment of pub- 
lic schools in competition with private 
schools must have seemed a serious blow 
to those people who had their money in- 
vested in private schools. As we now 
know, the fears of the private school own- 
ers were exaggerated. The privately 
owned school has shared in the steady 
growth of our nation’s educational struc- 
ture, and today continues to occupy a 
distinctive place. But will any fair-mind- 
ed person argue that the policy of public 
education is wrong on the ground, and on 
the ground alone, that such a policy threat- 
ened loss to the owners of private schools? 
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The problem implicit in the Tennessee Val- 
ley Authority Act is essentially the same. 
Once the representatives of the people and 
their president have determined that the 
national welfare demands the setting up of 
an example of public power operation in 
this area, is it the part of loyal Americans 
to seek to destroy and to thwart that policy 
merely because they fear that it may ad- 
versely affect their private holdings? 

“The times call for the ablest leadership 
in the electrical industry. And as I well 
know, there are men in that industry who 
have the capacity for genuine statesman- 
ship. But if instead of such level-headed 
leadership we have hysteria, a refusal to 
look at the facts, or a resort to under- 
ground methods or _ misrepresentations, 
then the electrical industry, its investors, 
and the general public will inevitably suf- 
fer.” 


Tt will be recalled that the Muscle 

Shoals law enacted by Congress at 
its last session expressly provided that 
municipal plants were to get preferred 
service by the Tennessee Valley Author- 
ity’s power wholesalers. This assumed, 
of course, that there would be plenty 
of municipal plant customers eager to 
buy. One can only hazard a surmise, 
therefore, as to any hidden meaning in 
another passage of Director Lilienthal’s 
address to the Memphis Rotarians: 


“The Authority is ready to sit down 
with the leaders in the electric industry 
and discuss their respective problems as 
business men. 

“I appeal to the electrical industry on 
behalf of the investors to whom it is re- 
sponsible to show a measure of business 
leadership which will make the country 
forget the disgrace which was cast on the 
industry during the past decade. 

“If the Authority succeeds in its plans 
to develop new uses for electricity, and by 
low rates and wide distribution of low 
cost appliances can increase existing uses, 
private utilities and the electrical manufac- 
turers can both share in the benefits. 

“If in acquiring a market we can use 
existing facilities of private utilities, of 
course we will pay a fair price for them. 
By contracts with private utilities for in- 
terchange of power, economies and service 
betterment can be effected in which the 
utilities will derive benefits. 

“If there is a genuine desire to work 
with this project and not to obstruct or 
destroy it, ways and means can and will 
be found for the electrical industry and 
government to work without friction in ex- 
panding the use of electrical energy for 
the benefit of all our people.” 
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nN October 12th the Chattanooga 
Times reported that the Tennessee 
Valley Authority would “steer clear of 
city fights.” Prior to that date all mem- 
bers of the Authority appeared to be 
working industriously to effect munic- 
ipal ownership victories wherever pos- 
sible. Director Lilienthal, in charge of 
power affairs, was especially active in 


hopping about the South making speech- 


es and generally encouraging the for- 
mation of a “great network of publicly 
owned plants” around the government 
power dams. Writing to Mayor Ed 
Bass, of Chattanooga, Mr. Lilienthal 
stated : 


“In response to your inquiry, I hope 
you will understand that the question of 
whether the city of Chattanooga should 
or should not acquire its own distribution 
system is a matter of local policy to be 
determined wholly by the citizens of your 
city without any suggestion or influence 
whatever from the Tennessee Valley Au- 
thority. I hope that you will not regard 
my attempt to answer your question as in 
anywise a suggestion or recommendation 
favoring or disapproving this policy of the 
ownership of power facilities within your 
city.” 


On October 14th there appeared in 
the Electrical World an article by Chair- 
man Morgan, containing a surprising 
amount of skepticism concerning the in- 
evitably or desirability of public owner- 
ship. Chairman Morgan said in part: 


“There is no assurance from on high 
that public ownership will bring honest 
and economical administration. Before na- 
tional prohibition, when I questioned its 
advisability, I was told that “public opin- 
ion will grow up behind the law.” The 
reverse is what actually occurred. I meet 
enthusiastic public ownership advocates 
who thrill with the conviction that the 
achievement of public ownership will per- 
force reduce public incompetence and cor- 
ruption. They should take a lesson from 
prohibition. 

“I believe in public ownership of utili- 
ties and of public resources so far as it 
can be made to justify itself. In many 
men there is a quality of dignity and so- 
cial mindedness which craves for expres- 
sion in the public service. It is very in- 
spiring to meet men who have given thei 
lives to raise the level of public service, 
who have worked for small salaries, and 
who get their reward in knowing that they 
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have worked, not for personal profit, but 
for the public good. We need institutions 
which give such men a chance. 

“The success of public ownership will 
extend only so far as it can be divorced 
from political patronage. In the past, with 
public functions constituting only a small 
part of our social and economic life, polit- 
ical patronage was a vicious disease, but 
was not necessarily fatal. We might tol- 
erate the Post Office Department as a pat- 
ronage machine, since it was almost the 
only strictly business enterprise in which 
the Federal government was engaged. If 
we greatly increase public ownership, then 
the doctrine that ‘to the victor belongs the 
spoils’ will spell the doom of social and 
economic decency and health. 

“In this discussion of patronage I am 
expressing my own individual and per- 
sonal views. I have consulted no one and 
have not presented these views to any pub- 
lic official for approval. I personally as- 
sume all responsibility for them.” 


N October 18th, Jonathan Mitchell. 
writing in the ultra-liberal weekly, 
The New Republic, sharply criticized 
Chairman Morgan for alleged theoreti- 
cal ideals of economic isolation in the 
Tennessee valley. The article stated: 


“The Authority, as a body, has so far an- 
nounced no planning policy of any kind. 
However, Dr. Morgan, in a number of. 
speeches, notably in a radio broadcast a 
short time ago in Washington, has indi- 
cated clearly enough what he thinks its 
program ought to be. It should, in his. 
opinion, be based exclusively upon the val~ 
ley’s present inhabitants. In the war and 
post-war years, several hundred thousand 
of the valley’s people left their parental 
homesteads to work in mill towns. With 
the depression, they were flung out of their 
jobs, and have now drifted back to prac- 
tise subsistence farming on the Virginia 
and Tennessee hillsides. Parenthetically, 
it should be pointed out that the Tennessee 
Valley Authority, partly because of de- 
lays in setting in motion the Cove Creek 
Dam project, has so far failed to furnish 
the emergency employment which was ex- 
pected of it. 

“Dr. Morgan’s social program for the 
Tennessee Valley Authority is built imme- 
diately around this group. Partly as a 
measure of flood control, he wishes to 
withdraw all submarginal and marginal 
land in the valley from agricultural use. 
If need be, this land will be bought up 
directly by the Authority. Through the 
various Federal farm-credit agencies, the 


hillside farmers thus dispossessed are to be 
aided in purchasing small holdings in the 
fertile river bottoms. These holdings will 
average about five acres apiece. They are 
to be sufficient to enable families to grow 
abundant food for themselves—whatever 
economic vicissitudes overtake the nation 
—but not large enough to permit them to 
produce for the commercial market, and 
to add to the country’s already huge agri- 
cultural surplus. . . . 

“It is submitted that this is so much 
romantic mush. Of recent years, large- 
scale industry, and particularly the textile 
industry, has been moving into the Ten- 
nessee valley at a steadily quickening rate. 
The Tennessee Valley Authority plans 
shortly to put into operation the Muscle 
Shoals power plant,*and push to comple- 
tion the Cove Creek’ power project. Does 
Dr. Morgan suppose that this won't tend 
to attract still other industries? In that 
case, what will be the effect of Dr. Mor- 
gan’s program of training the valley in- 
habitants to be virtually self-subsisting? 
In practice, it will simply enable the val- 
ley inhabitants to work for pin-money 
wages, or more accurately gasoline and 
movie-ticket wages, or as nearly as the 
Blue Eagle permits, and to scab on the 
rest of America.” 


Fr theseemurmurings in the ranks 


of the municipal ownership advo- 
cates, plus the Birmingham ballot and 
the recent utterances of its members, 
it appears that the T.V.A. is having a 
difficult time in masticating the exceed- 
ingly large piece which Congress bit 
off for it last May. 

—F. X. W. 


THe VERDICT AGAINST MunicrpaAL Owner- 
sHip. Editorial. Birmingham News. Oc- 
tober 10, 1933. 


BrRMINGHAM Votes No. Editorial. Knox- 
ville News-Sentinel. October 10, 1933. 


A Biow to MunicrpaL OwnersuHIP. Edito- 
_ -. Louis Globe-Democrat. October 


Appress by David E. Lilienthal before the 
ary Club. Memphis, Tenn. October 17, 


Appress by Arthur E. Morgan, Chairman, 
Tennessee Valley Authority, before the 
Public Ownership Conference, Chicago, Ill. 
September 30, 1933. 


Urop1a—TENNESSEE VALLEY StyLe. By 
Jonathan Mitchell. October 18, 1933. 
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More Prescriptions for Utility Recovery 


nE of the hopeful signs for the util- 
O ities is that their present difficulty 
has attracted the attention of a number 
of volunteer fixers. This, at least, 
means that the general attitude towards 
the private industry has become slightly 
sympathetic, notwithstanding the nu- 
merous and burdensome restrictions and 
conditions which may have prescribed 
for its recovery. 

It is at least a tacit admission by them 
that the private utility industry is in 
trouble and that it might be a good thing 
for the country at large if some steps 
were taken to help it out. So rabid was 
the prevailing antiutility attitude six 
months ago it seemed for a time that no 
one could be found who had a good 
word to say for privately owned utili- 
ties. In vain did the utility executives 
cry out against hostile governmental 
action. Tell the man on the street that 
the value of utility holdings had dropped 
nearly 20 per cent while other securi- 
ties had increased in value and he would 
yawn and say, “What of it?’ Point 
out to him that the utilities were being 
subjected to discriminatory taxation and 
he would reply, “Fine; they deserve it!” 
Declare to him that the utilities were 
headed for destruction and socialization 
and the chances were he would say, 
“Who cares ?” 

Now, however, this unreasonably 
punitive spirit appears to have burned 
itself out. Utility critics are just as 
critical but their criticisms have as- 
sumed a constructive tone. There seems 
to be more of a disposition to give some 
quarter. Only the out and out govern- 
ment ownership advocates continue to 
demand the utter annihilation of private 
utility service which is, of course, quite 
logical and consistent with their major 
position. 

Mr. Judson King, director of the Na- 
tional Popular Government League, in 
a recent issue of The Nation tells us 
what the private industries must do to 
be saved. Mr. King adopts the classic 
style used by Plato to drive home his 


points—the dialogue. The author sets 
the stage at a typical city council meet- 
ing during which the shortcomings of 
private utilities are discussed. During 
this discussion we learn what is the mat- 
ter with public utility power rates. They 
are too high. They should be reduced. 
They are too high because the private 
industry has failed to investigate and 
standardize the details of distribution 
cost. The “leak” in this unexplored 
region may be as much as 100 per cent. 
It must cut down these expense charges 
or justify them in detail. 

Mr. King implies, however, that if 
the electric industry would itself in- 
vestigate these leaks and make volun- 
tary reductions, all would be well and 
there would be a place in the economic 
set-up of the New Deal even for pri- 
vately owned utilities. If they refuse, 
however, one of the mouthpieces in Mr. 
King’s little play warns us, “our only 
recourse is a municipal plant.” 


M* Jerome Count, Labor attorney 
of New York, also writing in The 
Nation, believes that the private in- 
dustry must eliminate its selfish re- 
gard for corporate stockholders at the 
expense of its employees. He stated 
in part: 


“The industry is now loaded with stag- 
gering stock and bond issues, aggregating 
some $12,000,000,000, on which dividends 
and interest must be paid to capital. In 1932 
dividends and bond interest of the operat- 
ing companies again remained intact but 
labor suffered another decline of 30,000 
wage-earners, with an annual wage loss of 
$45,000,000. Construction expenditures were 
again cut, this time by some $375,000,000, 
although one of the industry’s leading ex- 
ecutives speaking to his ‘fellow-employees’ 
said: ‘We stand today on the threshold of 
a sturdier and more solid development than 
our industry has known for nearly a score 
of years.’ He spoke, of course, from the 
standpoint of capital since his own company 
discharged 2,500 employees that year. 

“At the beginning of 1933, while employ- 
ees were being discharged at the rate of 
3,000 per month and the wages of 3,000 
more were being cut, Electrical World 
again reported a year of general capital 
prosperity and said: ‘No serious threats 
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to utility progress and prosperity exist.’ 
Meanwhile construction projects have been 
delayed to a critical point which impairs 
efficiency and provides utilities with pre- 
texts for maintaining exorbitant rates. The 
cessation of improvements will deprive con- 
sumers of rate increases which were often 
promised out of unification savings in ex- 
change for the approval of consolidations 
and mergers granted by many public serv- 
ice commissions. The public will pay for 
the stoppage of improvements while utility 
employees starve.” 


N short, Mr. Count would have pri- 

vate industry reorganized and would 
write off this excess capitalization, but 
increase the operating expense account 
by increasing payrolls. This will be 
hard on stockholders, but the industry 
must do this if it is to forestall further 
adverse developments. 

Director David E. Lilienthal, of the 
Tennessee Valley Authority, believes 
that private ownership will thrive again 
when it learns to “cooperate” with gov- 
ernment owned projects. Writing in 
the United States News, he stated: 


“Granted a leadership equal to its respon- 
sibilities, the holders of public utility se- 
curities which represent actual prudent in- 
vestment are in a favorable situation, com- 
pared with investors in almost any other 
industry. There are few companies in other 
industries which have maintained and in 
some cases even increased their earnings 
during the depression, as the electric utili- 
ties have been able to do. The demand for 
power is steadily increasing. It has been 
estimated that in ten years the electro- 
chemical industries will be consuming thirty 
billion kilowatt hours a year, which is about 
one third of the total power generated in the 
United States today. There will be room 
for both private and public operations, and 
both can succeed if fair dealing and moder- 
ation prevail over councils of warfare and 
malice. 

“Here is an opportunity for industry and 
for government to display qualities of 
statesmanship. The Authority must carry 
out the national policy entrusted to it. It 
must acquire a market for its power. It 
must work toward a wider use of electric- 
ity in the home, the farm, and the factory. 
All of these objectives can be reached 
without the predicted calamities to the in- 
dustry and its bona fide investors. 

“If the Authority succeeds in its plans to 
develop new uses for electricity, and by 
low rates and wide distribution of low-cost 
appliances can increase existing uses, pri- 
vate utilities and the electric manufacturers 


can both share in the benefits. If in ac- 
quiring a market we can use existing facil- 
ities of private utilities, of course we will 
pay a fair price for them. By contracts with 
private utilities for interchange of power, 
economies and service betterment can be 
effected in which the utilities will derive 
benefits. I could cite other concrete in- 
stances to the same point. 

“Tf there is a genuine desire to work with 
this project and not to obstruct or destroy 
it, ways and means can and will be found 
for the electrical industry and government 
to work without friction in expanding the 
use of electric energy for the benefit of all 
of our people.” 


Henry G. Wells, a member of the 
Massachusetts Department of Public 
Utilities, reported as chairman of a 
special committee to the recent conven- 
tion of the American Bar Association 
on the regulation of holding companies 
and of the relation between such com- 
panies and their affiliates. Mr. Wells 
characterized the underlying principles 
of holding companies as sound, main- 
taining that there are many advantages 
derived from their existence, such as 
mass production and distribution, which 
have resulted in lower rates being 
charged the public than would be pos- 
sible with separate plants serving each 
community. 


NTENSIVE research, made possible by 
large organizations, has greatly add- 

ed to the efficiency of service, and the 
availability of experts has aided local 
companies in problems of engineering, 


accounting, law, and financing. Inter- 
connection of plants has provided pro- 
tection against interruption of service 
and has facilitated the handling of load 
conditions. 

As to the disadvantages in holding 
companies which have become manifest 
in the last few years, Mr. Wells made 
two general classifications. The first 
contains the abuses arising out of un- 
necessary or unreasonable payments by 
the operating companies for the various 
services referred to, and the second 
arises out of financial transactions be- 
tween the parent and subsidiary operat- 
ing utilities, such as the borrowing of 
substantial sums from operating com- 
panies or the requiring of excessive 
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dividend payments by operating compa- cause against what it regards as the 
nies, thus impairing the financial sta- menace of nationalization: 

bility and quality of service of such 
companies. 


r. Wells expresses doubt as to the 
wisdom of further Federal regu- 
lation, and believed that the state au- 
thorities would seem to have ample 


‘authority to protect the operating com- 


panies and their customers, if they 
choose to exercise it. He made an ex- 
ception to this general statement as to 
the inability of state regulatory authori- 
ties to obtain access to such evidence 
in the possession of holding company 
systems, but believed that there is a 
growing tendency among the various 
systems to codperate with the regu- 
latory bodies in the matter of furnish- 


“What shall be done? We believe this 
problem is so large and so fundamental to 
national welfare that it must be approached 
on the highest plane of competency 
unselfishness. Jt must be answered upon 
the ground of public interest only. Facts 
must be studied, trends analyzed, policies 
formulated. A national council should be 
called. A group composed of public-spir- 
ited citizens, utility executives, and manu- 
facturing executives of the highest rank 
could well afford to devote the necessary 
time and thought to the situation with the 
aim of making a report to the President, 
the public, and the industry that would be 
unselfish and authoritative. It is the duty 
of leaders to lead and to lead intelligently. 
No intelligent and informed leader can 
view the present acceptance of false con- 
ceptions about public utilities and remain 
inert and unconcerned. The wolf is at the 
doorstep already. Why wait to be eaten?” 


ing evidence. ; x 
The Electrical World has somewhat O* the subject of business expan- 


different ideas about utility recovery. 
It believes that the utilities should 
strike back at their critics. Here is a 
typical passage: 


“Informed Washington comment asserts 
that however radical the administration may 
appear in some aspects and activities there 
is no one subject upon which such con- 
certed and inevitably radical action may be 
looked for as upon the electric light and 
power industry. The President himself is 
directing the unhurried and all-but-psycho- 
logically-impregnable attack. The cam- 
paign, like others in progress, is that of 
indirection. It is capitalizing upon a hos- 
tile public sentiment to inaugurate policies 
that undoubtedly point to public ownership 
of light and power utilities. It is time to 
fight and not to acquiesce in any statement 
that the public wants lower rates and wants 
public ownership and therefore it is useless 
to fight. The public is fair when informed ; 
it changes its opinions. The public will 
respond now as it has in the past to a lead- 
ership that conforms to American principles 
of business conduct—private initiative and 
private enterprise.” 


The Electrical World further believes 
that the public as well as all branches 


sion the Electrical World counsels 


the electric utility industry to “quit 
inchin’ along” and go after the new 
business with two fists regardless of 
expense : 


“With rates going down and taxes going 
up and little business coming from the fac- 
tories today, everybody realizes the impor- 
tance of building up domestic consumption 
and developing the lighting load. And 
everybody agreed that this should be done. 
But will it be done? And how much? 

“The greatest impediment to progress in 
the electrical industry lies in the fact that 
there is an old, hidebound tradition among 
executives against spending money to get 
business. A new transmission line? Cer- 
tainly—appropriate a million dollars if it 
will bring system economies and amortize 
itself within a reasonable time. A new sub- 
station? Why, of course—another million 
here. It’s good business. And authorize 
any extension that promises to pay back 
from new consumers in three years. Why 
not? Charge it to capital account. But 
ask for a million dollars to invest in sell- 
ing lighting and appliances this fall and 
winter and see what happens. The sales 
manager who proposed it would be lucky to 
escape without frostbitten ears.” 


of industry will suffer and not the util- oO’ course, the Electrical World does 


ities alone, should the prevailing trend 


not believe in unsound capital ex- 


against private operation of utility serv- pansion. On the contrary it warns us 
ice continue. It calls to arms the lead- that privately owned utilities have al- 
ers and executives and begs other pub- ready overdone water-power and trans- 
lic-spirited citizens to make common mission construction. They are heartily 
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sorry they made the investment. Uncle 
Sam should take heed before he gets 
himself in the same jam: 


“Engineers of utility systems and of pow- 
er equipment manufacturers know these 
facts. But they keep silent. Is this because 
of an executive policy to protect the status 
quo and their desire to hold their jobs? 
Is there any public interest to be gained by 
getting the government in the same jam 
that private utilities have encountered? Or 
is it the nature of engineers to be nonag- 
gressive and permit these types of develop- 
ments to occur because aggressive person- 
alities who think they know sponsor the 
projects? At all events, the engineers are 
keeping silent today, as they did in the past, 
and the uneconomical expenditures are be- 
ing made. 

“Water-power projects of the type out- 
lined are not worthy. They should not re- 
ceive taxpayers’ money because they are 
economically obsolete before they are con- 
structed. To stop these senseless programs 
engineers who know the facts should speak 
out. They will not be consulted by those 
who sponsor the projects, but they would 
be heard by the taxpaying public if they 
would cite facts. Why not seize this public 
service opportunity ?” 


Mr. Thomas S. Woodlock, a veteran 
and sympathetic doctor of industrial 
ills, apparently believes that the utilities 
themselves can do very little to turn 
the tide of adversity. It is in the hands 
of the people. If they change their 
punitive attitude toward utilities, pri- 
vate ownership may be saved, otherwise 
he feels that the late President Wilson 
was right when he referred to “regu- 


lation” as merely a half-way house to 
government ownership and operation. 
Mr. Woodlock states : 


“Either ‘public opinion’ on our side of 
the water must change its view of the ‘util- 
ity’ as a public enemy, or the privately 
owned utility must pass out of existence. 
It has long seemed to this writer that the 
alternative is the more likely to come about, 
for there is not the least sign of a change 
in the direction of the former. 

“In brief, the shift in perspective above 
suggested seems greatly to strengthen this 
impression, particularly in view of the 
‘antiutility’ spirit so prominently represent- 
ed in the policy and administrative person- 
nel of government, both Federal and state, 
at the present time. Former President Wil- 
son’s dictum as to ‘regulation’ and ‘public 
ownership’ acquires much force in the light 
of present economic and political trends— 
or so, at least, it seems from this distant 


point of view.” 


Tue ExecrricAL Revo.tution. By Jerome 
Count. The Nation. April 26, 1933. 


Errect oF Pusiic Power ProcGRAM ON PRI- 
vATE Utitity INvesTMENTS. By David E. 
ae United States News. October 


In THE Pustic Interest. Editorial. 
cal World. September 23, 1933. 


SHALL WE Quit IncHIN’ AtonGc? Editorial. 
Electrical World. July 1, 1933. 


SENSELESS WATER PowER DEVELOPMENT. Edi- 
—_ Electrical World. September 16, 


Pusiic OwnersHiIp. By Thomas F. Wood- 
lock. September 15, 1933. 


Electri- 





Will the NRA Be the Iliad 
of Judicial Supremacy? 


1 is an amusing anecdote that 
rumor attributes to the late Chief 
Justice White that well illustrates some 
of our modern laymen’s opinion of ju- 


dicial intelligence. It seems that the 
learned Chief Justice during his earlier 
days on the lower bench was driving a 
carriage over a muddy Virginia road. 
The wheels became so clogged that fur- 
ther progress was hampered. The Jus- 
tice stopped his vehicle in the middle of 


a shallow puddle and began splashing 
water over the spokes in an effort to dis- 
lodge the mud. 

While thus employed, a negro plough 
boy came along and, recognizing the 
Justice, offered his assistance. The ju- 
rist acquiesced and the negro boy began 
slowly turning the wheel itself into the 
puddle dislodging the mud at the same 
time with considerable ease. The Jus- 
tice was grateful. He said: 
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“That’s a clever idea boy. Why 
didn’t I think of that?” 

The boy touched his hat and replied 
modestly : 

“Well, Jedge, some folks is jest 
natchally sma’ht and others h’ain’t !” 

This colored boy’s patronizing atti- 
tude toward a venerable member of the 
judiciary is no more amusing than the 
‘ attitude of the current flock of earnest 
young lawyers and journalists who see 
in the Supreme Court of the United 
States, nine “old men bent upon conse- 
crating the ideas of 1776 over the neces- 
sities of today.” 

Most of these modern critics of the 
highest court seem to take two facts for 
granted : 

1. That the court sometime in the 
past has arrogated (by questionable 
constitutional reasoning or otherwise) 
powers superior to those of the White 
House and of Congress; 

2. That the NRA is, according to all 
precedent which the court has built up 
in the process of this exercise of su- 
preme power, inherently unconstitution- 
al and that as a consequence the court 
will either have to sustain the legisla- 
tion by legal compromises and sophis- 
tries which will deceive few concern- 
ing the real truth of its “abdication” 
or be swept from controlling power by 
the pressure of popular wrath in the 
event that it dares to defy the New 
Deal; either way, we are told the 
Supreme Court’s days are numbered as 
a supreme economic dictator. 

Maurice Finkelstein, professor of law 
at St. Johns College, Brooklyn, N. Y., 
wrote as follows in The Nation: 


“If the New Deal continues to command 
its present popular support, the Supreme 
Court will be powerless to block it. Instead 
of the court putting the New Deal into 
eclipse, it will rather be the New Deal which 
will put into permanent eclipse the eco- 
nomic dictatorship of the court. This prog- 
nostication is not based upon any hidden 
resources of constitutional ingenuity utilized 
by the framers of the legislation to fore- 
stall a veto by the august tribunal; on the 
contrary, many of the provisions of the 
legislation seem to go clearly against the 
weight of accumulated judicial precedents 
and policy—and yet such is the constella- 


tion of political forces that the Supreme 
Court will find itself powerless to arrest 
the disputed legislation. Of the two sets 
of enactments, the Agricultural Adjustment 
Act raises comparatively simple constitu- 
tional questions. But the Industrial Re- 
covery Act, precisely because it is the ful- 
crum of the whole plan, has to regulate 
business, or in other words take away prop- 
erty in the form of individual opportuni- 
ties for profit; and this goes clearly into 
the domain of property rights, the protec- 
tion of which the Supreme Court has ar- 
rogated to itself by decisions of the past 
forty years.” 


A= Mr. Mitchell Dawson, Chi- 
cago lawyer, wrote as follows in 
Harper’s magazine: 


“That we are, with respect to the final 
test of all legislation, actually governed by 
the judiciary has long been evident, and 
that the Supreme Court stands as the great 
defender of private property against the 
attempts of popular legislatures to encroach 
upon the privileges of that property has 
been known for generations. The Found- 
ing Fathers displayed an acute realization 
of the fact, and through the long years of 
John Marshall’s leadership the court stead- 
ily widened its powers and influence. Yet 
while we remained essentially an agricul- 
tural nation this extension of power was 
slow. It required the Civil War and the 
subsequent headlong race for industrial ex- 
pansion to raise the influence of the court 
to its great height. With the enactment of 
the Fourteenth Amendment this great in- 
fluence may be said to take its rise. What 
was originally intended to be a definition 
of the rights of the Negro was adroitly 
transformed into one of the most powerful 
weapons of private property through the 
inclusion of that famous sentence: ‘No 
state shall make or enforce any law which 
shall abridge the privileges or immunities 
of citizens of the United States; nor shall 
any state deprive any person of life, liberty, 
or property without due process of law, 
nor deny to any person within its jurisdic- 
tion the equal protection of the laws.’” 


M* Dawson goes on to tell us that 
“through the assertion of a pow- 


er not expressly granted in the Consti- 
tution, the court has in large measure 
come to direct the social and economic 
destiny of the nation.” He tells us that 
these nine “old men” have become one 
of the most extraordinary governmen- 
tal institutions in the world. He added: 


“Far removed from the will and behest 
of the people, independent of the elected 
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Congress and the elected Executive, they 
determine what laws shall stand and what 
laws shall fall. During the past two gen- 
erations their field has become increasingly 
economic. Their word has altered the 
price of the worker’s bread and has struck 
down legislation to abolish child labor. In 
innumerable decisions they have stood not 
only as a great defensive bulwark of pri- 
vate property, but also, since the control of 
property and wealth tended more and more 
to concentrate, as an effective aid to the 
dominant financial] and business interests in 
their efforts to enlarge and consolidate their 
power. Now a revolution is taking place 
in this country in which the one vital is- 
sue, much obscured by confusion and mis- 
understanding, is the question whether these 
financial and business interests shall or 
shall not be subjected to the collective will; 
and yet, revolution or no revolution, these 
same nine men will have the responsibility 
for smashing the New Deal or establishing 
it more firmly or indirectly bringing about 
something which will take its place. Nor 
can they be oblivious to the fact that their 
decision will have a most powerful influence 
upon the authority, prestigé—even possibly 
the existence itseli—of the court over which 
they preside.” 


Mr. Dawson reminds us that once 
before the court attempted to oppose 
the “inevitable,” referring to the Dred 


Scott decision, but “four years later the 
guns of Charleston opened fire on Sum- 
ter and the Dred Scott decision was 


swept away like a cobweb.” Here, it 
appears, Mr. Dawson has made not only 
an historical conclusion of questionable 
accuracy but at the same time pointed 
to an excellent answer to the charge that 
the Supreme Court has ever set itself 
above the people. 


irsT of all, the guns of Charleston 

did not sweep away the Dred Scott 
decision. On the contrary that decision 
remained very good and effective law 
until the ratification of the Thirteenth 
Amendment put into the Constitution 
the provision which the court in effect 
said must be placed there before slavery 
could be constitutionally abolished. 

So it is with other constitutional ver- 
dicts of the court. It never has and 
never will condemn a law to death. 

At most, the court may merely hold 
that, under the prevailing state of the 
Constitution, a particular statute can- 


not stand until the people enlarge the 
scope of the original document. As 
such the court acts as a check on both 
the legislative and executive branches 
but never upon the people, in whom all 
power of government reposes under our 
theory of constitutional government. 
How can it be said that the court has 
usurped any power of either of the oth- 
er branches. It cannot make laws. It 
cannot enforce them. It can only exer- 
cise a veto power subject always to pop- 
ular referendum. Is this too much pow- 
er for our judiciary ? 


M:* Finkelstein seems to be quite 
sure that the court could not ap- 
prove of the NRA program according 
to former constitutional precedents. He 
States : 


“The court has held, however, in two 
successive decisions dealing with the at- 
tempts of Congress to prohibit child labor 
in manufacturing (first, through its power 
over interstate commerce and_ second, 
through its power to tax), that the condi- 
tions of manufacturing were a domestic mat- 
ter for the states, in which Congress had no 
power to interfere. On the other hand, even 
should the court in its graciousness con- 
cede jurisdiction to Congress over all phases 
of industry and commerce, both local and 
national, the types of concrete regulations 
which the act authorizes—hours of labor, 
wages, prices, and output—have been repeat- 
edly thrown out as unreasonable when im- 
posed by the states and the nation in their 
respective fields, except in the narrowly 
delimited field of railroad and public-utility 
regulation. And even in that field the court 
has set itself up as the final power which 
shall determine what particular rates and 
restrictions are reasonable and what are not. 

“In addition, the delicacy of the recovery 
plan makes it imperative that it should be 
administered by executive agencies with a 
full codrdination of all its phases. This 
renders abortive the prediction of those 
Machiavellian interpreters who suggest that 
the court might sustain the act but whittle 
away its effectiveness by interpretation of 
specific codes. Similarly, the often-made 
suggestion that the court might sustain the 
recovery act as an emergency measure over- 
looks the important consideration that while 
the depression may be temporary, its cure, 
once undertaken by the methods of the New 
Deal, will involve a permanent change in 
our economic policy. Anyone who thinks 
that the emergency behind the recovery act 
will soon pass is gravely mistaken, for if 
the law is at all successful, not only will 
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its duration be extended, but its application 
to the economic life of the country will 
doubtless tend to be intensified rather than 
diminished. So that while Congress enact- 
ed this statute in the form of emergency 
legislation—no doubt to make it more pal- 
atable to the court—nevertheless, it is per- 
fectly plain that that prop is insecure and 
can afford no permanent support to the con- 
stitutionality of the New Deal. In short, if 
we are to go by the point of view expressed 
in many of the past decisions and articu- 
lated past policies of the court, the Indus- 
trial Recovery Act would have as much 
chance to pass through the Supreme Court 
as a camel through the eye of a needle.” 


And yet the court approved, in- Block 
v. Hirsh, 256 U. S. 135, as an “emer- 
gency” measure during a shortage of 
housing, a statute regulating the rentals 
of real estate. It did not say how long 
an emergency had to last. It was Con- 
gress, not the court, that fixed the 2- 
year limit in the NRA. Why couldn’t 
the court sustain it as long as the eco- 
nomic emergency lasts without vio- 
lence for former precedent? Again, 
why is it not possible that the NRA 
may, during the emergency period, cre- 
ate industrial code agreements that will 
be the basis for permanent intra-indus- 
trial regulation for the future, not by 
compulsion of government, but by force 
of voluntary contract? Who knows but 
that the NRA may be the nucleus of the 
development of an era of enlightened 
industrial self-regulation that will con- 
tinue on without constitutional question 
or interference. Such an ideal, depend- 
ing entirely upon intraindustrial con- 
tracts, once firmly established would 
change entirely our legal policy of en- 
forced industrial competition, but it 
need not run afoul of the Constitution. 


HERE are also many aspects of the 

New Deal that are not entirely free 
from the danger of abuse, even when 
considered from the “liberals’” view- 
point. Mr. Dawson recognizes this. He 
States : 

“What if the liberal Justices, taking the 
New Deal at its rosiest, should be able to 
write a majority opinion upholding the pow- 
ers of the NRA? And what if subsequently 
the machinery of the NRA should fall com- 


pletely into the hands of business and fi- 
nance? Imagination boggles at the thought 
of what a Harding administration might do 
with these gigantic powers. The Roosevelt 
administration is very far from being free 
from the same pressures. Such a prospect 
must cause Justice Brandeis many an un- 
easy thought. But might not the possibil- 
ity of the open and avowed control of the 
NRA by vested property be not unpleasing 
to the conservative Justices? That is pos- 
sible, and the inherited instincts and the ac- 
quired convictions must operate here as well. 
But they must operate in a fog of uncer- 
tainty and doubt.” 


Both Mr. Finkelstein and Mr. Daw- 
son feel that the court stands at the 
critical point of its power. The former 
states: 

“And yet the Supreme Court will in ali 

probability find it difficult to throw out the 

— Recovery Act as unconstitution- 
a - 


gf immediately gives rise to the 
question as to just what would be 
gained if the supreme power of the 
court on matters of constitutional inter- 
pretation were overthrown and our Con- 
gress became supreme just as Parlia- 
ment is supreme in England. Would 
the people fare better? Are the elected 
Senators and Congressmen better guard- 
ians of the rights and privileges of our 
people? Perhaps! But doubtless there 
are still many of us who are content to 
leave a limited veto or checkmating 
power against Congress in the hands of 
the Supreme Court. Even if the pres- 
ent court with all its splendid back- 
ground of learning and tradition were 
to founder on the rocks of prevailing 
popular pressure of the NRA, it is diffi- 
cult to visualize the American people 
without a supreme tribunal with su- 
preme powers of judicial interpretation. 
Not a few of us would cry out: “The 
court is dead. Long live the court!” 
—F. X. W. 


Tue DiteMMA OF THE SUPREME Court. By 
Maurice Finkelstein. The Nation. Octo- 
ber 18, 1933. 


Tue Supreme Court AND THE New DEAL. 
By Mitchell Dawson. Harpers. Novem- 
ber, 1933. 
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The March of Events 





Federal Communications Com- 
mission May Be Created 


tT has been disclosed that the administration 

is considering the establishment of a new 
communications commission, which would 
regulate radio, telephone, and telegraph com- 
panies much as the Interstate Commerce 
Commission now regulates transportation 
companies, according to the United States 
Law Week of October 31st. 

As tentatively determined, the new com- 
mission would have power to fix rates, order 
consolidations, make decisions designed for 
communications efficiency, allocate and trans- 
fer services, and coordinate systems to reduce 
undue competition. At present it is felt that 
there is too much overlapping in the busi- 
nesses of the radio, telephone, and telegraph 
companies and that it may be well to estab- 
lish a quasi judicial body to control them. 

A committee is now at work on the prob- 
lem and is expected to report to the Presi- 
dent about December Ist. The matter has 
been before Congress for several sessions, 
the United States Law Week stated. 


* 


Cities Vote on Municipal 
Operation of Utility Services 


ore for municipal operation of elec- 
tric utility services were defeated in a ma- 
jority of the larger cities voting on such is- 
sues in the elections of November 7th, accord- 
ing to a report in The Wall Street Journal. 
Salt Lake City, Utah; San Francisco, Califor- 
nia; Cincinnati, Youngstown, and Portsmouth, 
Ohio; and Bordentown, New Jersey, voted 
against various proposals to oust private 
plants from supplying those cities. 

Among the cities which voted against pri- 
vate operation were Camden, New Jersey; 
Akron, Ohio; and Sandusky, Ohio. Of some 
of the smaller communities which voted on 
municipal projects Tyrone, Pennsylvania, de- 
feated a proposal to establish its own plant, 
while Fleetwood, Pennsylvania, voted in fa- 
vor of a proposed loan to erect its own gen- 
erating plant and acquire the distribution fa- 
cilities of the Metropolitan Edison Company 
in the borough. 

In Akron the vote was only a declaration 
of intention, this, says the Journal, was in a 
sense an order to the city council to find ways 
and means to furnish the facilities necessary. 
After that the matter must again be submit- 


ted to popular referendum at the next gen- 
eral election. 

The defeat of municipal ownership in Cin- 
cinnati is considered another serious blow to 
the Tennessee Valley Authority as it probably 
would have obtained current from that source. 
The voters of Birmingham, several weeks ago, 
decided that they did not want power from 
Muscle Shoals. 


* 


Second Codification of Power 
Industry Planned by NRA 


HE National Recovery Administration is 

getting ready to tackle once more the 
task of codifying the electric light and power 
industry, with a newly appointed deputy, 
Leighton H. Peebles, in charge, according 
to the Washington Daily News of October 
28th. Protests were made, the News states, 
when this utility group was turned over 
some months ago to Deputy Philip Kemp, 
director on the boards of a number of elec- 
tric utilities. The matter was allowed to 
remain dormant until reorganization of the 
administrative staff of NRA brought a new 
deputy into the division having to do with 
natural resource industries. 

Other departments of the government hav- 
ing to do with utility regulation had a num- 
ber of suggestions before NRA for inclu- 
sion in whatever electric utility code is finally 
approved, it was said. One of the most 
important of these calls for uniform account- 
ing requirements, correcting many of the 
bookkeeping practices which have made the 
Federal Trade Commission investigation into 
utility finances exceedingly complicated, the 
Daily News added. 


* 


U. S. Favors Municipal Loans 
to Build Utilities 


HE right of states and municipalities to 

develop their public utility facilities and 
protect their water supply has been upheld 
by two governmental agencies, the Public 
Works Administration and the Federal Power 
Commission, according to the New York 
Herald Tribune of November Ist. 

For the Public Works Administration, 
Secretary of the Interior Harold L. Ickes 
announced that cities and towns would have 
preference in loans from the public works 
fund for the building of lighting plants and 
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systems. His position was set forth in a 
letter to Hugh Miller, state engineer for 
Missouri, and amounted to instruction to 
Missouri officials to apply for a loan for 
desirable projects without delaying applica- 
tions unduly because of demands for hearings 
on the protests of private interests. 

The Federal Power Commission, in an opin- 
ion written by George Otis Smith, who is 
retiring as a Republican member of the com- 
mission after forty years in Federal service, 
upheld a contention of the city of Everett, 
Washington, and denied a permit to the Great 
Northern Power Company for an extensive 
power project on the Skykomish river. 

The Power Commission denied the applica- 
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tion of the Great Northern Company be- 
cause it failed to meet the requirements of 
the Federal Water Power Act “in that it is 
not adapted to conserve, develop, and utilize 
in the public interest the water resources of 
the region.” 

As Administrator of Public Works, Secre- 
tary Ickes made it plain again that his organ- 
ization was using every means of encouraging 
cities to avail themselves of public funds to 
construct needed electric light and water 
systems to put men to work. Five power 
projects to the amount of $4,845,700 and 100 
waterworks enterprises aggregating $20,164,602 
have been approved by the Public Works Ad- 
ministration. 


Alabama 


Birmingham Suburb Votes 
City Ownership 
T 


HE city of Bessemer, a suburb of Bir- 
mingham with a population of 20,721, on 
October 20th became the eighth Alabama town 
to vote in favor of municipal ownership of 
its light plant. Municipal ownership of the 
water plant also was indorsed. The vote 
was 484 to 394 in favor of the light plant 
and 476 to 410 in favor of the water plant. 
To date, two Alabama towns, including 
Birmingham, have voted against municipal 
ownership. 

The Jasper city council has set Monday, 
November 27th, as the election date on which 
to determine public sentiment on a proposal 
for a municipally operated electric light plant. 
Should the proposal be approved at the polls 
it is planned to connect with the TVA power 


line if they are routed by Jasper, or to build 
a steam plant at an estimated cost of $50,000 
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to $125,000, according to the Birmingham 
News of October 21st. 


* 


Interest on Consumers’ Deposits 
Credited on December Bills 


HE Alabama Public Service Commission 

has announced that interest on consumers’ 
deposits placed with light, gas, and water 
utilities as a guarantee for payment for serv- 
ice must be credited on the December bills 
of customers under an amendment to the gen- 
eral rules governing utilities announced re- 
cently, according to the Electrical World of 
October 2lst. The interest rate prescribed 
is not less than 6 per cent and is payable 
when the deposit has been placed with the 
utility for a period exceeding six months. 
The deposits are required by the utilities in 
varying amounts, depending upon the prob- 
able monthly consumption by the customer. 


Distric&t of Columbia 


Commission Requests Hearing in 


Phone Rate Suit 


A MOTION asking that a date be named for 
trial of the Chesapeake & Potomac Tele- 
phone Company’s suit against the year-old 
rate reduction order of the public utilities 
commission, was filed in District Supreme 
Court on October 30th by William A. Roberts, 
counsel for the public ‘utilities commission, 
according to the Washington Daily News. 
The action was taken following a review 
of the case by the commission’s experts in 
answer to the company’s suit enjoining the 
commission from enforcing the rate reduc- 
tion. The commission had ordered, effective 


October 10, 1932, a 10 per cent reduction in 
all phone bills except those for private 
switchboard service. 

The rate reduction order came after a series 
of valuation and depreciation hearings and 
investigations by the commission which found 
that the phone company should not realize 
more than 6 per cent on a rate base of 
— the Washington Daily News 
stated. 


» 
Gas and Electric Costs Surveyed 


A 


SURVEY to determine whether apartment 
house dwellers in Washington, D. C., 
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are paying their fair share of the costs of 
as and electric service is being made by 
B. McK. Bachman, chief accountant of the 
public utilities commission of the District 
of Columbia. 

Minimum bills of 75 cents a month are 


rendered to consumers in Washington who 
do not use enough gas or electricity to cause 
a higher charge, and it is suggested by Mr. 
Bachman that this may constitute an unfair 
burden upon householders who are obliged 
to pay larger bills. 


v 
Georgia 


Commission Ends Phone 
Rate Hearings 


EARINGS on Georgia telephone rates be- 

fore the Georgia Public Service Commis- 
sion were completed on October 24th, accord- 
ing to the Atlanta Constitution. 

There was no indication, the Constitution 
stated, as to when a decision might be ren- 
dered by the commission, but it pointed out 
that the record has reached tremendous vol- 
ume and will require considerable study. 

Two orders already have resulted from 
the six weeks’ investigation. The commis- 
sion has reduced the price of hand-set tele- 
phones from 50 cents extra a month to 15 
cents extra a month and ordered a revision 
of installation charges, reducing the installa- 
tion of a new phone from $3 to $2 and in- 
creasing the charge for transfer of service 
from $1 to $2. 

The Constitution stated that further in- 
quiry will be made by the commission into 
a stock issue of the Southern Bell Telephone 
Company. 


” 


Public Service Commissioners 
Appeal 
HE supreme court of Georgia is hearing 


the arguments on the appealed certiora- 
ries of four of the five members of the sus- 


pended Georgia Public Service Commission. 

The ousted commissioners followed two 
courses of action last summer when they 
were suspended by Governor Eugene Tal- 
madge. They filed quo warranto actions 
against the men named in their places and 
also sought to have the court review the gov- 
ernor’s action by certiorari. 

Their cases were decided against in the 
lower courts. The higher court first heard 
arguments on the quo warranto actions and 
now is taking up the certiorari appeals. 

The court grouped the four appealed public 
service commission cases and heard part of 
the arguments presented in behalf of the 
four members with actions pending, James 
A. Perry, Albert Woodruff, Walter R. Mc- 
Donald, and Jule W. Felton. 

The Atlanta Constitution stated that Robert 
Blackburn and G. C. Spence, of Atlanta, rep- 
resenting Mr. Perry, contended that since 
the statute under which the governor removed 
the commissioners does not define the dis- 
qualifications on which the chief executive 
may act, the commissioners are entitled to a 
judicial determination of its meaning. Assist- 
ant Attorney General John T. Goree, rep- 
resenting the state, contended that the powers 
of the governor are clearly defined. 

The Constitution added that it is expected 
that the Barnett-Mangham case will be taken 
up immediately after. This is an appeal 
of Captain J. W. Barnett to oust Chairman 
j: J. Mangham of the state highway 
oard. 


eS 
Illinois 


Mounting Utility Taxes Cut 
into Profit 


HE Illinois Commerce Commission at 

the opening of formal hearings looking 
toward reduction in electric rates charged 
by, Public Service Company of Northern Iili- 
nois overruled a request of James Simpson, 
chairman of the company that the commis- 
sion postpone hearings until such time as 
the company and the commission “know more 


about the future than it is possible to know 
today,” according to the Wall Street Journal 
of October 26th. 

Mr. Simpson’s statement, which he said 
applies also to Commonwealth Edison Com- 
pany and Peoples Gas Light & Coke Com- 
pany, sets forth his views as to the present 
plight of the three utility companies headed 
by him, owing to subnormal consumption of 
their services on the one oa -— mounting 
taxes and other costs on the oth ' 

Mr. Simpson stressed that ews are in 
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the hands of the commission or the courts, 
that consumption of electricity and gas is still 
far below normal and only recently has there 
been any encouraging upward trend, and that 
taxes have mounted sharply. Normal daily 
operating expenses, he said, constitute the only 
controllable item in the picture. 

As for taxes, Mr. Simpson stated that with- 
in the past ten months the three companies 
have had new and increased taxes levied 
or proposed to be levied against them, 
_ some going back to 1931 and totaling more 

than $14,500,000. f many of these the 
companies had no knowledge a year ago, he 
said. 

aa 


Commission Will Rule on’ Plea 
for 5-cent Traction Fare 


Bim Illinois Commerce Commission took 
under advisement the motion of counsel 
representing the Chicago-Cook County Car- 
Riders’ Association for an inquiry into the 
values of the surface and elevated companies’ 
properties, a revaluation of which, it was 
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asserted, would show justification for 5-cent 
fares. The lower fare, it was contended, 
would greatly increase the number of riders 
and therefore the revenues of the companies. 
A petition for the inquiry and lower fares 
had been filed recently by the car-riders’ 
group. After a hearing of two hours, par- 
ticipated in by traction company attorneys and 
spokesmen for a number of citizens’ groups, 
Chairman Benjamin F, Lindheimer of the 
commerce commission announced that a rul- 
ing would be given within ten days as to 
whether the commission has the right to 
order a revaluation inquiry. 

The Chicago Daily Tribune stated that the 
Chicago Surface lines and the Chicago Rapid 
Transit Company are in Federal receivership. 
Attorneys for the transit companies outlined 
the financial affairs of the traction systems 
and held that lower fares would be confisca- 
tory and that such a fare would not produce 
sufficient revenue to pay the operating ex- 
penses of the Chicago surface lines. They 
warned that the opening of a valuation inquiry 
at this time might jeopardize, and perhaps 
nullify, the steps being taken to merge the 
two systems. 


Indiana 


Commission Orders Utilities to 
Justify Penalties 


HE Indiana Public Service Commission 

has served notice to utility companies that 
they must justify the addition of a penalty 
upon consumers who fail to pay bills prompt- 
ly, or stop the practice. 

The chairman of the commission, according 
to the Gas Age-Record of October 21st, said 
no general order would be written to abolish 
the penalty system until the utilities are given 
an opportunity to appear again and present 
facts to justify the system. Meanwhile the 
commission would not approve any rate orders 
with penalty charges. The commission has 
disapproved gross rates in nine rate cases 
during two weeks. One Indianapolis utility 
would lose a revenue of $500,000 annually, 
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it was said, if these extra charges were 
abolished. 
a 


Gas Purchase Loan before 
Advisory Board 


HE request of the Indianapolis utilities dis- 

trict for a $9,000,000 loan to take over 
the Citizens Gas Company property was under 
investigation by engineers and financial ex- 
perts of the Indiana advisory board of the 
Federal Public Works Administration, ac- 
cording to the Indianapolis News of October 
26th. Formal petition for the loan was pre- 
sented by representatives of the city of In- 
dianapolis. If the board approves the loan, 
the project must be sent to the Public Works 
Administration in Washington for a final 
hearing. 


Maine 


Lower Truck Rates Sought by 
Beverage Distributors 


LEGISLATIVE committee appointed by the 
newly formed Maine Wholesale Distrib- 


utors of Alcoholic Beverages Association was 
authorized to appeal for lower common car- 
rier truck rates, minimum excise tax assess- 
ments, and to organize the association’s pro- 
gram in regard to the coming —_ session 
of the legislature, according to the Daily 
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Kennebec Journal. The Journal stated that 
the committee will seek hearing with the 
public utilities commission in an appeal for 
fourth-class rates in transportation of beer 
by general truckmen instead of the third-class 
rates now charged. Fourth class rates, the 
association maintained, are more comparable 
with railroad rates now charged. A ruling 
on uniform C.O.D. rates will also be sought. 
The association, which was organized in 
September according to the requirements of 
the NRA, was largely attended by distributors 
throughout the state. Over thirty of the state’s 
eighty distributors had joined and paid mem- 
bership dues at the close of the session. 


- 


Investigation of Electric 
Rates Requested 


= public utilities commission has been 
requested to make an immediate investiga- 
tion of electric rates charged by the Bangor 


Hydro-Electric Company in two petitions 
signed by Bangor consumers, according to 
the Portland News of October 20th. The pe- 
titions complained of unjust and discrim- 
inatory rates charged by the electric company, 
The News stated that those sponsoring the 
investigation are of the opinion that domestic 
rates are entirely too high as indicated by 
a comparison with other communities in the 
West and South. Salaries of certain company 
executives at a time when employees generally 
are being reduced also are questioned. 

These petitions follow another petition filed 
during the early part of October by citizens 
of Hampden asking for an investigation on 
which the preliminary ten days’ notice already 
has been issued by the public utilities com- 
mission. It was stated that it is thought 
likely that the hearings will be consolidated. 

The commission has been engaged for some 
time, it was reported, in a thorough investiga- 
tion of the rate structure of the Maine Pub- 
lic Service Company in Aroostook county and 
a tentative schedule recently filed showing a 
substantial reduction in rates. 


€ 
Maryland 


Right of Valuation Appeal 
Argued 


HE right of a public utility to appeal from 

a tentative valuation order of the public 
service commission and from a final valua- 
tion order was placed before the court of 
appeals at Annapolis as a result of litigation 
growing out of the Potomac Edison Company 
valuation, according to the Baltimore Sun of 
October 18th. 

The question of the right to appeal from 
a tentative valuation was involved in the 
first case argued. This was an appeal of 
the companies from a decision of the lower 
court denying the companies’ petition for 
an order dismissing their own bill of com- 
plaint and sustaining the commission’s de- 
murrer to the bill. The bill sought an 


order setting aside the commission’s tenta- 
tive valuation of the companies’ properties. 
Subsequent to its filing, the commission fixed 
the final valuation. 

Counsel for the appellant companies con- 
tended that the final valuation order super- 
seded the tentative valuation order and that 
the sufficiency of the bill of complaint attack- 
ing the tentative valuation was a “moot ques- 
tion.” It was urged that a moot question 
should not be decided and a bill of complaint 
giving rise to the question should be dis- 
missed. 

The attorneys for the commission contended 
that the demurrer of the commission was 
properly sustained by the lower court because 
“nowhere in the public service commission law 
is there any language authorizing an appeal 
to the courts from either a tentative or a final 
valuation of property by the commission.” 
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Michigan 


Cities Represented at Hearing 
on Telephone Rate Boost 


HE cities of Pontiac and Lansing will 
be represented at the Michigan Bell 


Telephone Company rate hearing before 
the Michigan Public Utilities Commission. 


The Pontiac Press states that this is the 
case which has been pending before the 
commission for several years and which 
found its way to the United States Supreme 
Court. 

The move on the part of the telephone 
company is being fought by the Michigan 
Municipal League and Pontiac took an active 
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part in the fight to prevent any further ad- 
vance in rates. The utilities commission 
refused previously to pass on the matter until 
the company produced all its records of 
holding companies. 

The city of Lansing directed the Michigan 
Municipal League to appoint someone to 
represent that city at the hearing. 


* 
Workers Share Profits 


HE Detroit Street Railway has adopted an 
employee profit-sharing plan to make its 


e 


6,000 workers salesmen of its service, accord- 
= the Knoxville News-Sentinel of October 


The plan puts the company’s workers on 
commission as well as salary. The company 
raised wages to 1929 levels, eliminating the 
reductions given employees during the past 
three years. The reductions averaged 14 per 
cent. 

The Detroit Street Railway is municipall 
owned and is believed to be the first su 
public utility in the United States to give its 
employees a share in its profits, the News- 
Sentinel stated. 


Minnesota 


Phone Plan Delayed 


AT to the Minneapolis Journal of 
October 25th, a move launched late in 
the last legislative session for a state-owned 
telephone system in the state capitol was 
delayed when the state failed to receive a 
single bid for a dial system. Several bids 
were submitted for manual phones, but the 
law will have to be changed to permit in- 
stalling such a system. 

Governor Floyd B. Olson said he would 
ask the legislature at the special session this 
winter to authorize installing a manual system, 
the Journal stated. 

Purchasing Agent Carl R. Erickson, when 
bids were opened late yesterday, was reported 
to have commented, “There’s something rotten 
somewhere.” 

The Minneapolis Journal stated that repre- 
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sentatives of companies which bid on the 
manual system asserted they were unable to 
get prices from the two large controlling 
automatic system companies, and added that 
the two companies are the American Auto- 
matic Electric Sales Company and the North 
Electric Company. 

A letter received by Mr. Erickson from the 
American Company informed him the cost 
would be “at least $60,000,” and that because 
the last legislature did not appropriate enough 
to reach this figure, it was considered best 
not to submit a bid at this time, the Journal 
stated. 

Mr. Erickson asserted the legislature appro- 
priated $47,000 for the system following an 
extensive check-up by a veteran engineer of 
the American Company, A. C. Stratton, who 
estimated the amount would be more than 
sufficient. 


Missouri 


Governor Park Issues Proclama- 
tion Recommending Mu- 
nicipal Plant Law 


Aare for the erection or purchase 
of municipal plants throughout the state 
of Missouri is sought in the legislative pro- 
gram formulated by Governor Park for en- 
actment at the special session of the legisla- 
ture recently called by him, according to the 
Electrical World of October 21st. 

The proclamation, calling upon the general 
assembly to consider and enact such legisla- 
tion as may seem proper, said in reference 
to the municipal plants: 

“To authorize any city, town, or village 


now or hereafter having a population of 
less than 75,000 inhabitants to purchase, con- 
struct, establish, erect, maintain, and operate, 
either within or partly within and partly with- 
out the corporate limits of such cities, towns, 
or villages, an electric or other light and 
power plant or system or extensions to or 
improvements of any existing electric or other 
light and power plant or system for public, 
domestic, and commercial uses, and to pro- 
vide for the cost thereof by the issuance of 
revenue bonds payable solely from revenues 
to be derived from the operation thereof, pro- 
viding for an election on the question whether 
such bonds should be issued and authorizing 
the fixing and revision of rates to be charged 
for the services thereof.” 
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New Jersey 


Commission Bans Utility’s 
Straw Vote 


ey HE public utilities commission has ordered 
the New Jersey Central Power and Light 
Company to discontinue announcing the re- 
sults of a straw vote now being conducted 
in Asbury Park in connection with the coming 
election of five councilmen, according to the 
New York Times of October 27th. 

The ruling by the board was on complaints 
of the Monmouth County Taxpayers’ Asso- 
ciation that such announcements might be 
misunderstood and arouse suspicion of ulterior 
motives. It was further contended, the Times 
stated, that the cost of the straw vote might 
be charged to operating costs and would have 
a bearing on the company’s rates. 


One Hundred Per Cent 
Dial System 


EWARK’s telephone system will become 

100 per cent dial operated at midnight 
on October 28th when the last remaining 
manual switchboard, serving 2,500 telephones, 
will be replaced by dial switching apparatus, 
according to the Newark Evening News of 
October 28th. 

The new office will provide the same type 
of dial service as the other exchanges in 
Newark, with direct dialing to any New 
Jersey telephone within approximately an 18- 
mile radius. 

The company has been engaged in 
the installation of dial systems for some 
time. 


zg 
New York 


Emergency Legislation Faces 
Supreme Court Test 


HE validity of NRA price-fixing regula- 

tions may be determined soon by the 
United States Supreme Court. According to 
press reports, argument is to be heard by 
the highest tribunal December 4th on an 
appeal of a Rochester (N. Y.) grocer, Leo 
Nebbia, who was arrested, tried, and convicted 
for selling milk in violation of the price regu- 
— of the New York State Milk Control 

oard. 


The state court of appeals upheld the 
validity of the act on the ground that it was 
a temporary measure. The decision has been 
widely quoted in lower court tests of the 
recovery laws. 

Aside from the general aspect of this case 
as a test of the constitutionality of recent 
emergency legislation, the case specifically in- 
volves the right of a state during an economic 
emergency to declare what has heretofore been 
regarded as a private business to be affected 
with a public interest; in other words, to 
declare it to be a public utility for the purpose 
of fixing prices. 


e 
Ohio 


Gas Rate Dispute Depends on 
Commission’s Pipe Decision 


U Pon the interpretation of the Ohio Public 
Utilities Commission placed on engineer- 
ing theories for determining depreciation of 
natural gas pipe lines in the Cleveland-East 
Ohio Gas Company rate dispute, the company 
has based its depreciation allowances on in- 
spections of 18-inch sections of its pipe lines, 
and averaging the 10 deepest pits found in 
these sections, according to the Akron Beacon 
Journal of October 25th. 

The Beacon Journal adds that the city of 
Cleveland based its depreciation allowances 
on the deepest pit found in 20-foot lengths 
of the pipe lines. It is argued that the deepest 


impression is 40 per cent greater than the 
average for the 10 deepest pits. 

There is a difference of $10,000,000, it is 
stated, between the East Ohio and Cleveland 
as to the valuation of East Ohio properties 
in Cleveland, from that city to the Ohio 
river gateway, and in the Hope Natural Gas 
Company fields of West Virginia. 


al 


Constitutionality of Lloyd 
Bill Challenged 


HE constitutionality of the new Lloyd 
Bill authorizing the public utilities com- 
mission to go behind city gate rates in utilities 
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rate fights, was challenged by the United 
Fuel concern, a party defendant in its case 
against the Portsmouth Gas Company, accord- 
ing to the Columbus Dispatch of October 19th. 

The Lloyd Bill was passed to prevent gas 
companies from hiding behind gate rate con- 
tracts in seeking to justify rates charged 
consumers, the Dispatch stated. The United 
Company, in the Portsmouth Case, maintained 
that the gas coming from West Virginia 
was interstate commerce and hence not subject 


_to the jurisdiction of the Ohio Public Utilities 


Commission. 
Counsel for the city of Oberlin in a brief 
filed with the public utilities commission 
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charges that the public is placed at the mercy 
of the wholesalers in the regulation of whole- 
sale contracts between natural gas companies. 
The counsel urged the commission to assume 
jurisdiction over a wholesale gas contract be- 
tween the Ohio Fuel Gas Company and the 
Ohio Electric Power Company in determining 
a fair and equitable rate for consumers in 
Oberlin. To the gas companies’ charges that 
the Lloyd Bill is unconstitutional, the counsel 
declared that inasmuch as no court has as 
yet passed upon the bill the commission is 
bound to follow the dictates of the legislature. 
Oral argument on the case will be heard by 
the commission. 


Oklahoma 


Governor Murray Opposes Red 
River Hydro Project 


T= opinion of officials in Oklahoma is 
not united on the proposal for construc- 
tion of a large dam on the Red river near 
Denison, Texas, which is designed to form 
a large lake along the Red and Washita rivers, 
45 miles in extreme length and 20 miles wide 
at the widest point, and to cost $36,000,000, 
according to the Elecrtical World of October 
14th. 

Engineers from Dallas sponsoring the 
project, along with representatives from 
southeastern Oklahoma and northern Texas, 
and several congressmen from both states, 
think the project would give work to 4,000 
men and would be a source of electric power 
which could be sold to the large electric 
companies of Oklahoma and Texas, or, if 
such companies did not want it, direct to 
municipalities in both states. 

Governor Murray has announced his oppo- 
sition to the project on the grounds that 
construction would inundate large areas of 
Oklahoma farm lands which are needed, and 
produce power of which there already is a 
surplus. 
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Commission’s Investigation 
Is Delayed 


HE corporation commission of Oklahoma 

finds delay in its general investigation 
into electric rates charged throughout the 
state by electrical utility companies. 
engineering staffs of the commission have 
been reduced because of uncertainty over 
validity of claims on a special $50,000 annual 
utility investigation fund from which Gov- 
ernor Murray has forbidden any expenditures 
this fiscal year, according to the Electrical 
World of October 21st. 

A test of the legality of claims by employees 
supposed to be paid from the fund now is 
pending before the state supreme court. 
Much of the audit of books of the Public 
Service Company of Oklahoma has been com- 
pleted, most of the work being done prior 
to the arising of the question of legality of 
the utility investigation fund. However, the 
commission at present does not have the em- 
ployees nor money to finish the audit and 
have engineering estimates of property condi- 
tions made. The same applies to the study 
of properties of the Oklahoma Gas & Electric 
Company. 


Pennsylvania 


New Commission Rule Sought 
on Water Rates 


T= 5-year-old litigation over rates of 
the Scranton Springbrook Water Service 
Company has gone before the public service 
commission for another decision. 

_ Counsel for the company and complainants 
in the Springbrook or Wilkes-Barre area left 
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the commission with widely varying property 
valuations on which to base a new order, 
according to the Philadelphia Record of 
October 31st. 

Consumers in the Scranton territory, a 
party to the original complaint filed against 
rates effective July 1, 1928, were not repre- 
sented at the opening of the hearing. Their 
complaint was withdrawn after a compromise 
was reached with the company. 
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South Carolina 


Power Plant Proposed for 
Greenwood 


PPLICATION was to have been filed with 

the state advisory board of the Federal 
emergency administration of public works at 
Columbia on October 25th for a loan of 
approximately $3,000,000 to Greenwood county 
for erection of a hydroelectric dam on the 
Saluda river to supply cheaper power to 
county mills, farm and city homes, relieve 
unemployment, and assist in defraying county 
expenses, according to the Columbia Record 
of October 25th. The Columbia Record stated 
that the project would be self-liquidating, 
would be erected at a total cost of $2,978,000, 
and would call for a steam auxiliary plant in 
or near the city of Greenwood. 


The purposes of the of as outlined in 
the application are: ower would be sup- 
plied in abundance b: present consumers at 
approximately 50 per cent less than present 
cost; 2. Rural power lines would be built and 
operated at cost to supply power to rural 
and farm homes; 3. Charity contributions 
would be immediately relieved and many men 
employed; 4. The project is an urgent public 
necessity to defray expense of the county 
government, it being planned to remove all 
property taxes with the profits from the 


project. 

The Columbia Record states that the appli- 
cation adds that only “about 85 per cent” of 
taxes can now be collected on account of 
the financial status of farming and about 15 
per cent of properties, it is said, are default- 
ing on taxes. 
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Tennessee 


Optional Power Rate 


A NEW optional electric rate for all com- 
mercial customers of the Tennessee 
Electric Power Company was announced in 
Nashville by the utilities commission on 
October 27th. The rates will be effective 
on bills rendered November 10th, according to 
the Knoxville News-Sentinel. 


The rate, estimated by the commission to 
save customers $165,000 over a 3-year period, 
will be available to stores, office buildings, 
apartment houses, shops, and other commercial 
users. 

The utilities commission engineer said the 
rate is designed to permit customers to in- 
crease consumption without materially increas- 
ing their monthly bills. 


@ 
Texas 


Gas Occupation Tax Pending 
in Legislature 


A“ occupation tax on natural gas produc- 
tion of 2 cents per thousand cubic feet 
is provided for in a bill pending in the legis- 
lature. The levying of the tax would not 
begin until the quarterly production reaches 
two hundred million cubic feet. The tax shall 
be paid quarterly on natural gas produced, 
transported, sold or delivered, or imported 
into the state for use as light or fuel, accord- 
ing to the Gas Age-Record of October 14th. 


¥ 


Railroad Commission Control 
Urged by Proposed Law 


A™ which would place public utilities 
under the jurisdiction of the railroad 
commission has been introduced in the state 
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legislature by Representative Howard Hart- 
zog. The bill would delegate power to the 
commission to regulate all utilities in the 
state and their rates, according to the Gas 
Age-Record of October 14th. 

Mr. Hartzog introduced the bill with the 
contention that it was covered in the pro- 
posal that the legislature enact laws to pro- 
vide close codperation in the national recovery 
program and should, therefore, be considered 
during this special session. Regulation of 
public utilities and the enforcement of fair 
rates, Mr. Hartzog said, could be construed 
as_a part of the recovery program. 

Provision was made in the bill for the 
employment of expert engineers, examiners, 
and accountants and also for a tax of one 
eighth of one per cent of the gross receipts 
of public utilities for support of the com- 
mission in rate investigation. 

With the railroad commission as an appel- 
late body, municipalities would be given orig- 
inal jurisdiction in rate matters. 
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Utah 


Time Extension Refused by 
Commission to Answer 
Charges 


HE Utah Public Utilities Commission 

has refused the request of the Mountain 
States Telephone & Telegraph Company to 
‘extend the time until December Ist for filing 
an answer to the charges made against its 
rates and operating practices as set forth in 
a complant filed by the commission on Sep- 
tember 23rd, according to the Telephony of 
October 21st. The company was directed 
to file an answer within ten days. 

The complaint, among other things, at- 
tacked: The rates of the company as being 
too high; commercial and traffic expenses; 
extension charges; the going value of the 


e 


Utah properties of the company; fixed 
charges ; and alleged that the company’s earn- 
ings are excessive. 

The Mountain States Company presented 
to the commission a large amount of in- 
formation, which had been requested by the 
commission, in connection with the case in- 
stituted earlier against the telephone company, 
under which the rate schedule in effect at 
Logan, is attacked as compared with that 
at Provo, according to a statement in the 
Telephony. 

Telephony adds that the information pre- 
sented to the commission is said to represent 
only a part of that requested. The com- 
pany declared that it would be impossible, 
with all available forces working as hard 
as possible, to get the task completed for 
a week or ten days. 


Washington 


Supreme Court Grants Utilities 
Review 


) Dig tone of the petition of the Puget 
Sound Power & Light Company, the 
Seattle Gas Company and the Pacific Tele- 
phone & Telegraph Company, the United 
States Supreme Court last week ruled that 
probable jurisdiction was shown by these com- 
panies in their appeals from a lower court 


@ 
Wisconsin 


Increased Costs under NRA Is 
New Argument in In- 
junction Suit 


) wg costs caused by introduction of 
the NRA was a new argument submitted 
in Federal court at Madison, Wisconsin, by 
the Wisconsin Telephone Company in ex- 
plaining why the Wisconsin Public Service 
Commission’s order for a 124 per cent reduc- 
tion in the concern’s rates should be enjoined. 

The appeal of the company for an interlocu- 
tory injunction restraining enforcement of the 
reduction order opened before three United 
States district judges, as required by statute. 

Counsel for the company pointed out that 
the additional expense to the company result- 
ing from an increased number of employees 
and reductions in their hours of work had 
not been considered by the commission in or- 
dering the rate reduction, which was designed 


decision upholding an ordinance of the city 
of Seattle establishing a license for an occu- 
pational tax on business, according to the 
Electrical World of October 21st. The va- 
lidity of the tax, amounting to 3 per cent on 
the gross revenues, is attacked on the grounds 
that it is a license to do business. The power 
company contends it is licensed to operate in 
the state and has a franchise granted by the 
A of Seattle which does not expire until 


to be effective until next August, supplement- 
ing a similar order for an identical reduction 
in the previous year. 

The order is confiscatory, fundamentally 
fallacious, was made without sufficient public 
hearings, and phases of it were partly drawn 
before hearings were called, counsel charged. 
If it becomes effective, it will permit the com- 
pany a maximum of 3.2 per cent net earning 
on the concern’s investment, rather than a 
74 per cent earning which the Wisconsin 
Supreme Court declared was equitable, the 
counsel said. 

The company complaint in the present case 
charged that on March 10, 1933, no com- 
missioner was present at the hearing; that 
testimony was taken by an examiner who 
neither before nor since attended the heari 
and that “no one commissioner has heard 
the evidence in this case.” 

The judges adjourned the injunctional suit 
for further argument to November 6th. 
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Bankruptcy of Husband Does Not Justify Denial of Telephone 
Service to Wife 


J oHN Hochheim was a subscriber of 
the Cortland Telephone Company 
operating in Nebraska. He went into 
bankruptcy owing the telephone com- 
pany $22.40 for telephone service. Then 
his wife offered to pay the regular tele- 
phone rate in order to be a subscriber 
of the company. The company refused 
to furnish service to her unless the 
amount due from her husband was paid. 
The Nebraska commission was asked to 
settle the controversy. 

The commission stated that it was un- 
able to find that a telephone is a neces- 
sity furnished the family within the 
meaning of statutes providing for re- 
spective liabilities of husbands and 
wives, but it stated further that even if 
a telephone were a necessity there was 


no evidence that the company had ever 
obtained a judgment against the husband 
or that execution had been issued upon 
such a judgment and returned unsatis-: 
fied in accordance with the Nebraska 
statutes in order to hold the wife liable. 
It was held that the wife was not liable 
for the claim against her husband and 
that the company could not refuse to 
give her telephone service upon payment 
of the regular monthly charge in ad- 
vance. The commission did hold, how- 
ever, that the wife was not entitled to 
any of the benefit arising from the in- 
stallation of the telephone in the name 
of her husband and that she should pay 
the regular installation charge. Hoch- 
heim v. Cortland Teleph. Co. Formal 
Complaint No. 739. 


€ 


Meter Tampering Justifies Service Denial and Charges 
against Customer 


Bye was made to the Pennsyl- 
vania commission that an electric 
utility had discontinued service at the 
pole and later had removed the wires 
when it was discovered that service had 
been reconnected. The utility admitted 
such action and also admitted that it re- 
fused further service until its former 
customer had paid the sum of $43.68 to 
cover unregistered current, Federal tax, 
and expenses of inspection, on the 
ground that the customer had tampered 
with the safety switch-box on his prem- 
ises. 

The commission dismissed the com- 
plaint upon the presentation of evidence 
that, although the complainant’s meter 
registered correctly, the switch-box seal 
had been broken and the binding posts 
scratched, indicating that the equipment 


had been tampered with and the wires 
tapped in such a manner as to permit 
current to be used without being regis- 
tered by the meter. The customer’s 
consumption of electric energy had fall- 
en off considerably since October 23, 
1931, when electric service was tem- 
porarily discontinued for failure to pay 
promptly. It was stated: 


“A public service company is bound un- 
der reasonable circumstances to serve all 
applicants for its particular service with- 
in the area supplied by it. If, however, 
payment for such service cannot be rea- 
sonably assured, the commission will not 
require service to be continued. For the 
company to continue to supply a consumer 
without protecting itself from the consump- 
tion of energy which, due to the fault of 
persons beyond the company’s control, has 
not been registered upon the meter, would 
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be to discriminate against other customers 
whose meters are operated without inter- 
ference. A similar discrimination exists 
where special inspection involving extra 
expense to the company is necessitated on 
a particular consumer’s premises in order 
to prevent improper tampering with the 


switch-box. It is respondent’s right and 
duty to act reasonably and in accordance 
with its tariff rules to prevent such dis- 
crimination.” 
Dumm v. Duquesne Light Co. Com- 
plaint Docket No. 9720. 


e 


Telephone Installation 


HE Georgia Public Service Com- 
mission has ordered a reduction in 
installation charges and increased the 
charges for transferring from one type 
of service to another. The former in- 
stallation charge was $3, while the new 
charge is $2. The charge for transfer- 
ring from one type of service to another 
has been increased from $1 to $2. 
The commission held that the $3 


Charges Are Reduced 


charge was retarding an increase in the 
number of subscribers and that the cost 
of transferring from a wall set to a 
desk set, or vice versa, was just as much 
trouble to the companies as a new in- 
stallation. It was believed that with the 
lower installation charge former cus- 
tomers of the various telephone compa- 
nies operating in “he state would return 
sooner. 


e 


Combination Domestic Service Rate Is Established to 
Eliminate Discrimination 


NEw rate schedule has been estab- 
lished by the Wisconsin commis- 


sion for customers of the River Falls 
Municipal Electric Utility. This will be 
available for domestic users of current 
for heating, cooking, and small power. 

The commission found that the utility 
had been permitting residential custom- 
ers with a separate circuit for heating 
and cooking service or for small power 
service to take their electricity for small 
appliances through the heating and 
cooking meter or to take their electricity 
for lighting through the heating and 
cooking meter or the small power meter. 

This situation arose because of ar- 
rangements of the interior wiring on 
the premises of customers. As a result 
some customers were paying for elec- 
tricity for lighting purposes at the regu- 
lar lighting rate of 9 cents for the first 
ten kilowatt hours with lower blocks for 
larger use, whereas other residential 
users who had a heating and cooking 
circuit were paying for part of their 
lighting use of electricity at 4 cents per 
kilowatt hour. Similarly some users 
were paying for electricity used in small 


appliances having fractional horsepower 
motors at the lighting or at the com- 
mercial power rate of 5 cents for the 
first one hundred kilowatt hours, where- 
as other residential users were paying 
for electricity for the same purpose at 
the heating and cooking rate of 4 cents 
per kilowatt hour for the first three 
hundred kilowatt hours. The commis- 
sion stated: 


“To cure the obvious discrimination in 
this situation is the purpose of these two 
proceedings. The combination rate for do- 
mestic service which was filed on August 
7, 1933, was made applicable to residential 
lighting, heating, and cooking service. In 
view of the situation respecting the appli- 
cation of rates to residential small power 
service it appears reasonable to make the 
combination rate available also to motors 
of one horsepower or less used for domes- 
tic purposes. As indicated above, because 
of the misapplication of the old rates the 
new combination rate may result in some 
increased bills to those customers who for- 
merly paid for some lighting service at 
heating and cooking rates. Of the total 
customers affected by the new combination 
rate, twenty-six would have their bills in- 
creased and twenty-six would have their 
bills decreased, the net result being a re- 
duction of $88.73. The increased bills are 
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small when figured on a monthly basis and 
will entirely disappear when a better light- 
ing and appliance use has been developed. 
“Since the interior wiring arrangements, 
which facilitated the discriminatory appli- 
cation of the old rates, have been permit- 
ted by the utility in the past, it appears 
reasonable to require the utility to bear the 
expense of such rewiring of customers’ 


premises as will be required for the elimi- 
nation of one of the two meters. We be- 
lieve this expense will be nominal in most 
instances and will be offset by the advan- 
tage derived from single meter installa- 
tions.” 


Re River Falls Municipal Electric 
Utility, 2-U-597, 2-U-618. 


7 
Telegraph Company Must Bear Expense of Crossing Change 


ne utilities are obliged to remove 
or relocate their equipment at their 
own expense whenever public health or 
safety requires that this be done, and 
only where legislation expressly im- 
poses the expense of such a change or 
removal on the taxpayers will the utility 
be relieved from bearing it. Upon this 
principle the Maine commission ordered 
the Western Union Telegraph Com- 
pany to bear the expense of relocation 
and construction of telegraph poles, 
wires, and conduits in connection with, 
or incident to, the elimination of a grade 
crossing in the town of Falmouth where 


an overhead crossing was substituted on 
the line of the Maine Central Railroad. 
The commission about a year ago au- 
thorized the elimination of the grade 
crossing and the construction of an 
overpass highway bridge, but in that 
proceeding nothing was said about the 
expense incident to the removal or re- 
location of the poles and wires. Later 
the case was reopened in order to de- 
termine the respective liability of the 
railroad, the state, and the telegraph 
company for the expense of relocating 
telegraph facilities. Re State Highway 
Commission, R. R. No. 1816. 
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Capitalization of Indirect Charges 
property may be apportioned to con- 


HE Maine commission after a care- 

ful study of the subject of indirect 
charges to construction has laid down 
rules for the treatment of such charges 
by the Central Maine Power Company. 
Disposition of the matter was made on 
an application filed by the company for 
authority to issue stock which would in 
effect capitalize certain specified items, 
including indirect charges to construc- 
tion, interest during construction, in- 
_terest on land transferred from a secu- 
rity corporation, expense of acquiring 
land purchased from this corporation, 
and home service kitchen expense. 

The commission ruled that. percentage 
and ratio methods proposed by the util- 
ity were uncertain in the attainment of 
any equitable distribution of the admin- 
istration expenses in the case of an es- 
tablished operating company, and that 
only such actual overhead expenditures 
as have definite relation to tangible 


struction. The commission held that 
any allocation of undistributed general 
administration expenditures to construc- 
tion should be based on the element of 
time consumed in connection with con- 
struction matters, and that the total of 
all such allocations to the cost of con- 
sruction should not exceed 30 per cent 
of the total annual reported administra- 
tion expenditures. 

Simple interest at the rate of 6 per 
cent per annum was held to be reason- 
able as the cost of money to the utility 
during the construction period. More- 
over, interest at the rate of 6 per cent 
per annum on the entire purchase price 
for two years was held to be a reason- 
able allowance for the preliminary 
period. 

The company had asked to be allowed 
to capitalize the sum of $690 represent- 
ing expenditures for a home service 
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kitchen. This had been disallowed in 
former proceedings. The items were 
subsequently adjusted in the books 
of the petitioning company whereby 
$622.50 had been transferred to operat- 


ing expenses, leaving a balance of 
$67.50, which, in the opinion of the 
commission, was a proper item for 
capitalization. Re Central Maine Power 
Co. U. No. 1237. 


e 


Inequalities in Fare Zones Are Not Discriminatory 


, : town of East Haven, Connecti- 

cut, sometime ago complained to 
the commission that street railway fares 
which it was required to pay for the 
transportation of pupils from ~- East 
Haven to the high school at New Haven 
were discriminatory because two zone 
fares had to be paid on a line 6.1 miles 
long, while on other lines of the com- 
pany single zones were in one case 5.48 
miles long and in another 5.5 miles. 
The commission ruled that the fares 
were not discriminatory chiefly because 
the territory served by the other lines 
compared was more densely populated 
and the traffic served was more perma- 
nent in character. 

No evidence was offered as to the 
separate costs of operating the line in 
question or any of the different lines 
radiating out of New Haven owing to 
the fact that the company did not main- 
tain such segregation of its accounting 
records. It appeared, however, that the 
line was operated without profit, if not 
at less than the cost of operation. The 
commission said in regard to street rail- 
way fare zones: 

“It is generally true in street railway 
transportation that the first fare zone 
comprises the more densely populated ter- 
ritory served by the route and thereby af- 
fords transportation at a single rate of fare 
to the larger number of patrons served by 


the route. As a particular route penetrates 
into the suburbs the fare limits tend to be 


e 


shorter, due to the thinly settled territory 
served, and in many cases the revenue 
necessary to support transportation within 
the second and subsequent fare zones comes 
in large part from mass _ transportation 
within the first fare zone. 

“The Momauguin line is such a case, 
and, while the second fare zone is rela- 
tively short, this is due to establishing the 
first fare zone at the southerly end of the 
developed portion of East Haven proper in 
accordance with the principle stated above, 
and if the entire route were divided into 
two equal zones, contrary to the principle 
stated above and with consequent injury to 
patrons within the present first fare zone, 
the length of transportation afforded would 
be about 3 miles in each zone and only 
slightly less than the general average of 
3.32 miles for one fare obtaining on the 
New Haven division. 

“Any transportation rate based upon the 
zone system, as practically all street rail-, 
way rates are, is bound to present cases 
of inequality as to distance transported per 
single fare both within and beyond the fare 
or zone limit. In establishing fare zones 
density of population, community of inter- 
est, and riding habits in and along the ter- 
ritory served as well as the cost of the 
service rendered are to be taken into con- 
sideration. This may result, and many 
times does result, in one zone being mate- 
rially longer than another or others. 
Changing conditions may necessitate the 
changing of fare limits, but such change 
cannot be based upon a single condition 
that some other zone within the division 
may have a longer distance. Any effort to 
equalize all fare-zone distances would cre- 
ate a public hardship.” 


Re East Haven, Docket No. 5954. 


Utility Contributions to Induce Factory Locations Are Amortized 


We ~ Missouri commission in valuing 
the property and fixing rates for 
the Missouri Edison Company had occa- 
sion to deal with the question of con- 
tributions made by the company to in- 


duce factories to locate in the communi- 
ties where the utility operated. The 
commission concluded that the contribu- 
tions should be excluded from the op- 
erating accounts, but that the company 
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should be permitted to amortize them 
over a 5-year period. It was stated: 


“The contributions in question were 
made by the company to funds established 
in two communities, to be paid as bonuses 
to secure factories. The company was not 
the only contributor, but subscriptions were 
taken from the communities at large. 

“The evidence shows that the establish- 
ment of these factories is direct benefit to 
the utility and its customers, through im- 
provement of the load factor and reduc- 
tion of the unit cost of service. Under ov 
plan of regulation, as costs decrease, rates 
are reduced. 

“Tt does not appear proper to penalize the 
owners of a utility for reducing the cost of 
service and rates charged to the public. 
Neither is it proper to allow contributions 
of this character to be charged to operat- 
ing expenses in such amounts as will de- 
feat the objective sought, 7. e¢., the reduc- 
tion of the cost of service. 


“If these contributions are amortized and 
charged to operating expenses over a 5- 
year period, the amounts to be included in 
one year will be negligible, and can have 
no effect upon the cost of service to the 
customers.” 


\mong other rulings by the commis- 

1 in this case was the approval of 
per cent as a fair rate of return, dis- 

. ,proval of an allowance for going value 
*on a percentage basis, elimination of 
artificial gas manufacturing facilities 
which had been discontinued with the 
advent of the distribution of natural gas, 
and a conclusion as to the value of the 
property after considering reproduction 
cost, present prices, investment cost, and 
other valuation elements. Public Serv- 


tce Commission v. Missouri Edison Co. 
Case No. 7264. 
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Commission Fixes Restrictions on Cab Passengers 


HE public utilities commission of 

the District of Columbia has 
reached a decision on the number of 
passengers that can be legally accom- 
modated in a single taxicab. Previous 
to the adoption of the taxicab code in 
September, the theory of the industry 
was that the cabs could take as many 
as could be squeezed in. A provision 
of the code, however, provided they 
may carry only as many as can sit on 
the rear seat. 


Several members of the Independent 
Taxi Owners’ Association protested. 
They said the cabs now in use have 
seats in front beside the driver and that 
it would be a hardship if they could not 
be used. The commissioners suspended 
the rule and after consideration changed 
it. From now on taxicabs may carry 
as many as can sit on the back seat 
and one on the front seat, but no more. 
Re Regulations of Passenger Vehicles, 
Order No. 1197. 


7 


Weekly Pass Plan Is Approved for Washington Traction Companies 


HE public utilities commission of 
the District of Columbia on Octo- 
ber 30th approved a plan set forth by 
the Capital Transit Company whereby 
weekly passes good for an unlimited 
number of rides may be used on all 
street car and bus lines of the Transit 
Company. 
Two classes of passes will be used. 
One will be sold for $1. This can be 
used on all lines of the Capital Transit 


Company where token fare is good. 

A charge of $1.25 will be made on the 
other pass. This will have all the priv- 
ileges of the cheaper pass and, in addi- 
tion, will be good for unlimited rides 
on all car or bus lines on which the 
fare is now 10 cents or less. 

A pass may be used by any member 
of a family or a number of persons, 
although good for only one passenger 
at a time. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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